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The Reason Why— 


There is no mystery about the success of the Peoria Life. 


We can claim no monopoly on policy forms, added features, or special benefits. 
These are the common property of all companies. 


Our success is due, as experience has proven, to that very rare quality of making 
our agents successful— 


And because we aim to put back in some way, in some service or benefaction, 
just a little more than we take; an honest desire to render to our fellowman a just 
return—to give our policyholders a bit more than they expected. We desire to 
share with our policyholders the earnings from conservative, honest management— 
to reward their faith with a full measure of value. 


That is Why the Peoria Life, in less than fourteen years, has $70,000,000 of 
business in force, with $5,000,000 of assets, and a lapse rate of less than ten 
percent, occupying one of the finest home office buildings in the country. 


The whole ambition and desire of the entire organization is to serve 
its agents and policyholders. This spirit expresses itself, in part, in 


Our settled policy of investing our reserve funds in farm mortgages, the safest and best security known. 
All death claims paid in thirty minutes. 

Men and women insured on equal terms. 

Total Abstainers insured at reduced rates 

A thorough course of instruction in Insurance and Salesmanship for our agents 

All promotions made from the ranks. 

Live attractive policies to meet every need. 

Free medical examination annually to policyholders. 


Peoria Life Insurance Company 


Peoria, Illinois 





























THE TWO REPUBLICS LIFE BUILDING 


Every Man Has An Insurability 


Get in touch with our facilities for handling 
special hazards and risks heretofore on your 
prohibited lists. 


Of such classes we make a specialty. We 
do not accept speculative risks or bad moral 
hazards—otherwise we offer some kind of a 
policy at some price on all male applicants. 


We aim to salvage lost motion and wasted 
energy for our agency force. 


Two Republics Life Insurance Company 


El Paso, Texas 


A. H. Rodes, President 
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One Hundred Million Dollars in the abstract is 
not significant. 


One Hundred Million Dollars representing one 

year’s paid-for in new business by Missouri State 
| Life Agents is significant to you as an informed 
Life Insurance man. 


Other Significant Facts 


—A New Accident and Health Department 


—Free Service of Home Office Group Insurance Specialists who 
give you assistance in your territory 



















—A Sales Service Department that has one purpose—to in- 
crease your sales 


—Limit extended to $300,000 on one Life 
—Both Non-Participating and Participating Policies 


—Liberal dividends paid beneficiaries in addition to monthly 
income 


—lInsurable Age 10 to 65 


—Provisions for Substandard Business 





—Policies that carry every up-to-date feature 


—Liberal Agency Contracts 
7.24% is the rate of interest earned in 1920 


on our mean ledger assets. Funds invested in 
the safest securities—farm mortgages. Values 
do not fluctuate—always worth 100 cents 
on the dollar. 





Our Agents Participate in Our Prosperity 


MISSOURI STATE LIFE 
INSURANCE COMPANY 


M. E. Singleton, President Home Office, Saint Louis, Mo. 





Unless you “‘say something’ how will we know you are 
interested? Send for New Booklet of Company Facts. 
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Why Advertise Life Insurancer 








When Life Insurance is so popular that the companies must needs get permission 
of the state to write as much as they can,—why advertise? 


1. To tell the busy people what time of day it has become in the economic world. The man who 
needs Life Insurance and does not insure should be shown (whether he is from Missouri or elsewhere) 
that he is a “slacker.” 

. “The man who needs Life Insurance” frequently does not know it,—does not know what Life 
Insurance can do for him. He needs to be shown. 

. But the companies are writing too much now! Why push for more? Did you ever hear of 
Inertia? Inertia is the ingrained laziness of inanimate things. A great effort is required to start 
them moving; but once started a lesser effort will keep them moving. Keep the Life Insurance 
car moving. 

. The public is educated by success. It attracts, it pleases, it draws men. A new generation is 
growing up all the time; they need to be shown. 

. Life insurance is also growing in knowledge of human life under differing conditions; in the 
methods of gathering, investing, and disbursing of money; and in its ability to serve human life. 
Life Insurance companies are becoming storehouses of knowledge; they should keep their doors open. 


. Life Insurance was at first interpreted very narrowly—insured was insured as long as he continued 
paying and conformed to the many conditions of his policy. Many Life Insurance policies now 
include: 


Insurance of Life. 

Investment of Money. 

Insurance against total Disability. 

Insurance against accidental Death. 

Annuity privileges for Insured and Beneficiaries. 
Management of Trust Funds. 

Protection of the Estate. 








Life Insurance is based upon the most wonderful and the most precious things in 
the world,—upon human life; upon the product of life and labor; upon human 
affection; upon that upward and forward looking disposition of man to look into 
the future and to provide for it. Life insurance must grow, as knowledge grows, 
as human affection grows, and as men learn to enter into and possess, for them- 
selves and for their children, their rightful heritage. Would you know more of 
Life Insurance ?—Inquire of any Agent, or Branch Office of the 


New York Life Insurance Company 
DARWIN P. KINGSLEY, President 


346-348 Broadway NEW YORK 
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Harmony Is American Life Feature 


H. R. Cunningham Elected President of Convention at Indianapolis 
—Cooperation Evidenced by Delegations From Other Organizations 











| Machinery Well Oiled 








The American Life Convention has 

developed into a very well oiled and 
easily running machine. Now and then 
there are internecine quarrels or spats. 
There are a few threats and some caus- 
tic language. As a whole, and for the 
most part, the organization is harmo- 


ny IND., Oct. 7.— 


nious. 

The American Life Convention is not 
the militant body it was a few years ago 
when it fought any company or organi- 
zation that attacked the preliminary 
term plan. There were other issues not 
of such commanding importance, that 
frequently caused a mobilization of 
troops. The organization had on its 
fighting clothes most of the time, ready 
for the fray. 

That day is gone. There are no con- 
troversies between the east and west, 
between the large and smaller com- 
panies, between full reserve and pre- 
reserve companies. So the 
American Life Convention has become 
and academic, not so 
ponderous and reserved as the Life 
Presidents Association of course, but 
still much more sedate than in the past. 


liminary 


most dignified 


HE American Life Convention work 

and influence centers very largely 
about the secretary’s office. Thomas W. 
Blackburn has a firm hold on the affec- 
tion of the membership. He knows all 
the officials, all the ins and outs of com- 
panies. He has their confidence and re- 
spect. So long as this spirit prevails, 
will not be strife. 
Life 
organization 

sections, 


thers 


Convention is a 
with its medical 
inspection bureau, 
legislative service and many commit- 
tees. And now it is proposed to organ- 
'ze another department, one devoted to 
the handling of office detail and man- 


rhe American 
working 


and le gal 


agement. At least President C. G. 
Paylor recommended such action. 
- The American Life Convention peo- 
me are eager to learn. They come 
to these annual meetings to get help 
and to secure information. The educa- 
honal side of the organization proper 
The administration of the smaller 


and medium sized companies is not a 
fut and dried procedure. Much initia- 


NEW OFFICERS ELECTED 


PRESIDENT 
H. R. Cunningham, Montana Life, Helena, Mont., 
SECRETARY AND GENERAL COUNSEL 
Thomas W. Blackburn, Omaha, Neb., 
EXECUTIVE COMMITTEE 

New Members— Charles G. Taylor, Atlantic Life, Richmond, 
Va.; E. G. Simmons, Pan-American Life, New Orleans, La.; G. A. 
Deitch, Reserve Loan Life, Indianapolis, Ind.; L. J. Daugherty, 


Guaranty Life, Davenport, Ia. 


MMT 





tive, steam and dynamic energy are 
needed. Many company managers are 
looking after almost every home office 
department. They can learn much 
through the medium of this organiza- 
tion. If they get too much steam they 
can come here and let some of it off. 
They also find much benefit in coming 
to the meetings, getting in contact with 
representatives of the larger companies 
and those who are recognized authori- 
ties in the home offices of the smaller 
companies. They meet, too, the repre- 
sentatives of those activities allied with 
life insurance. 

There is a democracy at these meet- 
ings. Men are cordial and willing to 


Mont. 


H. R. CUNNINGHAM, Helena, 
American Life Conven- 
tion 


New President, 
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help. All are approachable. Companies 
in the organization, for the most part, 
are still in the making. They are doing 
experimental work. They are not rig- 
idly “set.” Their officers can gain much 
by intercourse with others. The social 
side of the business, the hotel lobby in- 
tercourse has done wonders in creating 
a feeling of good will. 

The American Life Convention, al- 
though being recognized by the 
elite and those in our best circles, is far 
from sinking into a state of cold for- 
too much 


now 


malism. Its members are 
alive, too eager to forge ahead, too un- 
conventional to permit that. The human 
element is still strong in this very inter- 


esting organization. 











CHARLES G. TAYLOR, 


Retiring President 
vention 


JR., Richmond 
American Life Con- 





| New Head Pioneer in West 














NDIANAPOLIS, IND., Oct. 7.— 
| Harry R. Cunningham, president of 

the Montana Life of Helena, was 
elected president of the American Life 
Convention at its closing session here 
Mr. Cunningham is one 
of the most popular members and has 
rendered excellent service as an execu- 
tive committeeman. Mr. Cunningham is 
something of a pioneer in Montana, 
having gone there 32 years ago. He 
was once business manager of the old 
Intermountain” of Butte. He 
served in the Montana legislature and 
then was file and record clerk in the 
senate at Washington. He served as 
auditor and insurance commis- 
sioner of Montana for eight years. For 
three years he was secretary of the In- 
Commissioners’ Convention. 
He took charge of the Montana Life 
nine years ago, it then being two years 
old. He has built up the company hand- 
somely until it has $35,000,000 in force. 
Its capital is $250,000 and its policyhold- 
ers’ surplus $643,000. It has paid seven 
annual dividends. 


this morning. 


“Daily 


state 


surance 


IDNEY A. FOSTER of the Royal 
Union Mutual opened the last day’s 
session with his report on taxation. He 
said that the great sums carried by life 
are liabilities. The people 
should look into the situation on insur- 
ance taxation and see to it that justice 
is done. 
A. F. Moore, secretary of the Michi- 
gan Life, read his paper this morning 
Mortgages and Farm Mort- 
He analyzed the elements that 
Mr. Moore 
has a very strong leaning toward farm 


companies 


on “City 
gages.” 
enter into these investments. 


mortgages as a life company invest- 
ment. 
O. J. Arnold of the Illinois Life had 


to leave town and so his paper was not 
read. 


W. DARK, president of the 
Men’s Indemnity of 
Indianapolis, appeared for the Health 
and Accident Underwriters Conference 
and addressed the convention. He urged 
greater cooperation among all classes 
of companies to carry out a campaign 
of education through agents. The peo- 
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ple need accurate and intelligent infor- 
mation. Organizations should have co- 
operative committees to work along 
these lines. 

F. B. Mead of the Lincoln National, 
reported’ for the blanks committee, 
stating that cordial relations exist with 
the Life Presidents’ Association and 
the insurance commissioners. The com- 
missioners are willing to listen to the 
company organizations when it comes 
to changes. 


RANCIS V. KEESLING of the 
West Coast Life, reported for the 


committee on uniform laws. He sug- 
gested that the report be filed for 
printing in the annual proceedings. 


The report covered the work that had 
been done by the committee for better 
cooperation with various organizations 
and particularly recommends _ that 
closer relationships be maintained with 
the American Bar Association and the 
National Convention of Insurance Com- 
missioners. The report quoted several 
state officials as to state ownership 
to the effect that experiments in this 
direction have demonstrated its falla- 
cies. 

The report also emphasized the im- 
portance of the proposed model insur- 
ance code. The best features of this, 
the report recommended, should be 
passed piecemeal. Such legislation, the 
report said, should deal with funda- 
mentals only. 

The report urged that there be main- 
tained in the secretary’s office records 
necessary to keep the convention in 
close touch with the National Conven- 
tion of Insurance Commissioners. The 
report expressed confidence in the good 
faith and desire of state officials to 
further constructive legislation and that 
it is desirable that the convention sup- 
port the efforts of the commissioners. 


W. GOLD, of the Jefferson Stand- 

eard Life, reported for the resolu- 
lutions committee. The deaths of Presi- 
dent Thomas F. Daly of the Capitol 
Life of Denver, A. D. Hindman of the 
American Life of lowa, W, A. Stark, 
vice-president of the Old Line Life of 
Milwaukee and A. J. Maloney, president 
of the Philadelphia Life, were fittingly 
remembered. 

The suggestion made by President 
Taylor that an office management sec- 
tion be estabhshed was referred to the 
executive committee. 

The time and place of the next meet- 
ing were also left to the executive 
committee. 


R. CUNNINGHAM was placed 

* in nomination for president by 

F. B. Mead of the Lincoln National 

Life. He was escorted to the platform 

by L. M. Cathles and C. H. Beckett. 

Mr. Cunningham expressed his deep 
appreciation of the honor. 

“Although I am far from the center 
of the activities of this convention,” he 
said, “I shall give to this responsibility 
the best I have.” 

Mr. Cathles and Mr. Beckett served 
as tellers, to give, as Mr. Taylor said, 
actuarial authority to the proceedings. 


The vice-presidents by states were 
re-elected except as follows: Colorado, 
Clarence J. Daly, Capitol Life; Iowa, 


Carl T. Prime, secretary National Fidel- 


ity Life; Missouri, Massey Wilson, 
president, International Life; Montana, 
Carl E. Hurfurth, actuary, Montana 
Life; Nebraska, W. W. Young, treas- 
urer, North American life; Ohio, H. 
B. Arnold, counsel, Midland Mutual 
Life; Texas, A. Nilson, president, 
Amicable Life; Wisconsin, John Sulli- 
van, vice-president, Great Northern 


Life. 

President-elect Cunningham was then 
called to the chair. After a meeting 
of the executive committee at luncheon 
the meeting adjourned upon motion of 
retiring President Taylor. 


Montana Life’s Counsel Dies 

H. R. Cunningham, president of the 
Montana Life, was notified Friday of 
the death of the general counsel of his 
company, O. W. McConnell, who died 
in New York City. Mr. McConnell was 
a brother-in-law of President Harry L. 
Seay of the Southland Life. 


Sharp Debate Arises Cer 


Judge 


ENESAW Mountain Landis of 
K Chicago, the very high powered, 

courageous and unique United 
States judge, became the center of 
sharp debate at the evening session of 
the Legal Section of the American 
Life Convention Monday evening. In 
the discussion over the present status 
of the courts Col. Dan W. Simms of 
the Lafayette Life declared that the 
American Bar Association, the greatest 
legal body in the world, had never felt 
called upon to adminster rebuke to an 
elected judge, but it had been moved 
to pass a_ resolution condemning a 
well known federal judge for what 
seemed to it to be an irregularity in 
office. 

Maj. C. A. Atkinson of the Federal 
Life in a very doughty manner came 
to the rescue of Judge Landis. He said 
that the American Bar Association had 
gone out of its way to condemn one of 
the greatest judges in the country, a 
man who is a relentless foe of evil do- 
ers. He declared that the Chicago Bar 
Association is not in sympathy with 
the American Bar Association. Re- 


gardless of what the American Bar 
Association did, Major Atkinson as- 
serted that people are with Judye 


Landis every day of the week and feel 


Landis’ Position 


that a great injustice 
him by the association. 


has been done 


AMES C. JONES of St. Louis said 

that he helped to draw up the con- 
tract whereby Judge Landis became 
the official arbiter in baseball. Judge 
Landis’ duties in this post call for prol- 
ably 30 days a year. He was chosen 
because of his peculiar fitness, his strict 
impartiality and striking courage. The 
American Bar Association did not give 
Judge Landis a hearing. It condemned 
him on the spot. It did an un-Amer- 
ican act because it did not have the 
facts. 

Attorney Ewing of the Metropolitan 
said no hearing was called for. The 
people knew what Judge Landis had 
done. Can he hold his judicial position, 
do full justice to it and yet really earn 
the $50,000 baseball money on the side? 
Is he not commercializing his dignificd 
position and making his profession a 
trade? 

Mr. Jones claimed that other judges 
engaged in outside activities by acting 
as trustees, serving on boards of di- 
rectors, etc. Mr. Jones said that Judge 
Landis earned his money because he 
is only one of a very few men fitted 
for the position. There are only a very 
few attorneys that get very large fevs 


Annual Report of the Secretary 


BY T. W. BLACKBURN 


HE convention year just ended has 
been one of very great activity in 
this office, partly due to the fact 
that 45 legislatures have been in regu- 
lar session and several have had special 
sessions. Congress has also been in 
regular and special session. The house 
has approved of the treasury plan for 
collecting federal taxes from life com- 
panies and the senate committee on 
finance having recommended the same, 
there is every reason to believe the con- 
ference committee will assent to the few 
changes made in the bill by the senate 
committee as they affect our business. 
The legislative session incubated a 
very large number of bills, good and 
bad, but a small proportion of this num- 
ber was hatched. Wisconsin, Massa- 
chusetts and New York registered the 
largest number of proposed measures 
and likewise the largest number of laws 
enacted, 


HE standard amortization bill was 


passed in Arizona, Arkansas, Dela- 
ware, Idaho, Iowa, Kansas, Michigan, 


; 




















ISAAC MILLER HAMILTON, Chicago 
President Federal Life 


Nevada, 
North 


Missouri, Montana, Nebraska, 

New Hampshire, New Mexico, 
Dakota, Rhode Island, South Dakota, 
Tennessee, Utah, Washington, West 
Virginia and Wyoming. It was intro- 
duced in Florida, Georgia and South 
Carolina, but failed of passage. It is 
on the calendar in South Carolina for 
next year. 

Inheritance taxes received attention 
in Arizona, Calitornia, Colorado, Iowa, 
Tennessee and Wisconsin. 

Arkansas passed but one bill affect- 
ing life insurance which was in the 
nature of a new code and the particular 
feature of this was an anti-rebate provi- 
sion long sought by the commissioner 
and field men. Colorado’s chief con- 
tribution to the business was the prac- 
tical repeal of its law prohibiting insur- 
ance of lives of children though many 
sections of the code was amended. 


DAHO passed a mild retaliatory law 
which applies to states who have resi- 
dent agent laws and requires agents of 





Cc. A. CRAIG, Nashville, Tenn. 
President National Life and Accident 





October 7, 1921 


ee  __ =— ——=r 


companies domiciled in such states t 
be residents of Idaho. New Hampshir: 
passed the usual reciprocal laws. 

Connecticut and Maine passed and 
lowa defeated a law authorizing minors 
to make life insurance contracts. 

California increased the gross pri 
mium tax from 2 percent to 26 perce: 
retroactive to cover last year’s busines 

North Carolina enacted an income t 
law which does not exemnt Ife insu 
ance though the opinon prevails tl 
it does not apply and that the attorne 
general will so hold. 

Illinois, New York and Wyoming « 
acted amend nent: to the incontestable 
clause which provides that tie two-y: 
limit shall be w thin the I fetime ot 
insured. 


INNESOTA enacted an elabor 

but not harmful agent’s qualifica- 
tion law and Montana has a statute 
intended to protect insurers and insured 
from auditors and abstractors of the 
Kight character. 

It is especially interesting to know 
that North Dakota exempts from the 
state income tax proceeds of life insur- 
ance paid to indiv dual beneficiaries 
Likewise hopeful is the fact that Ore- 
gon repealed the provision which pro- 
vided that a life insurance premium 
note should be non-negotiable for 30 
days. The shortest bill offered in any 
legislature was this repealing act. 

Texas at a special session authorized 
corporations to be beneficiaries of life 
policies. 

Utah reduced life insurance taxes by 
authorizing the deduction from the 1% 
percent gross premium tax, annual divi- 
dends, including premium reduction cou- 
pons paid in cash or applied on premiums. 

Code revisions in Alabama, Colorado 
and Pennsylvania, codification author- 
ized in Ohio and Iowa and a new code 
in Wyoming, with many amendments in 
New York, Massachusetts and Wiscon- 
sin indicate that the laws of several 
states are not yet satisfactory. 

Missouri enacted a statute of impor- 
tance which relieves life insurance com- 
panies of embarrassments not fully 
covered by the interpleader act passed 
by congress. It relieves the company 
from garnishments and other liability 
when benefits payable to the estate of 
the deceased are paid to the adminis- 
trator. 


HE most hopeful happening of the 

legislative year to friends of uniform 
laws was the success attending the com- 
bined effort of this organization, the 
Association of Life Insurance Presi- 
dents and the insurance commissioners 
in promoting the introduction in 25 leg- 
islatures of the Union of the amortiza- 
tion bill and its enactment in 21 states 
This is of significant importance and 
is a practical illustration of what may 
be brought to pass by proper co-opera- 
tion. Both life insurance organizations 
acted on this measure through the insur- 
ance commissioners in securing the in- 
troduction of the bill and made no effort 
where the commissioner for any reason 
declined to father the bill as happened 
‘n one or more cases. 


INCE the last annual meeting seven 
companies have joined the American 
Life Convention—American Life Rein- 
surance of Dallas; Reinsurance Life ot 
Des Moines, Gulf Coast Life of Gulf- 
port, Miss.; National Life & Accident 
of Nashville, Tenn.; Standard Lite o! 
Decatur, Ill.; Mutual Life of Spring- 
field, Ill.; Provident Life & Accident 0! 
Chattanooga, Tenn. Three companies 
have gone out of the organization 
through mergers and reinsurance. The 
American Life of Des Moines retains 
its name and is merged with the North- 
ern Assurance of Detroit, Mich.; the 
Provident Life of Des Moines was re 
insured in the Standard Life of De- 
catur, now a member of the convention. 
and the Surety Fund Life of Minne- 
apolis was reinsured in the State Life of 
Des Moines. 
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NEW OFFICERS ELECTED 

Chairman—Robert Stone, Topeka, Kan., 
Kansas Life, 

Secretary—W. Calvin Wells, Jackson, 
Miss., Lamar Life. 

HARLES B. WELLIVER, general 
C counsel for the American Central 

Life, who was chairman of the Le- 
gal Section, provided an excellent pro- 
gram this year. He was ably assisted 
by Secretary Robert W. Stone of 
Topeka, Kan. Mr. Welliver made a 
very felicitous presiding officer. His 
welcome was hearty. 

Attorney L. A. Stebbins of Chicago 
who participated actively in the famous 
Ramsay case in which the Old Colony 
Life was involved in the Illinois courts, 
read a paper giving some observations on 
the Supreme Court decision. He led up 
to it by a reference to the Monahan- 
Metropolitan Life case in Illinois in which 
the Supreme Court held that the rights of 
the assured and company were not estab- 
lished at the time of the death of a policy- 
holder if the incontestable clause was 
involved as the duration of the clause 
extended after death. A company had to 
take some affirmative action during the 
period if it intended to contest the policy. 





Cc. B. WELLIVER, Indianapolis 
Chairman Legal Section 


However, Mr. Stebbins said that when 
Ramsay case came up it was the opin- 
10on of counsel that the Monahan deci- 
sion left the door open for a reversal or 
at least a modification, especially as the 
Monahan case had been decided. The 
language of the Old Colony Life’s in- 
conte stable clause was not the language 
of the later statute. 

In the Old Colony case no administra- 
tor was appointed for over four months 
aiter death, the incontestable period being 
One year. Suit was not begun until after 
18 months after death. The Supreme 
Court held that the clause was suspended 
trom time of death until the administra- 
tor was appointed. It contended that the 
Old Colony Life should have brought suit 
to cancel the policy during the contestable 
period. Counsel argued that under the 
lilinois law, a life company could not 
torce the appointment of an administra- 
tor and hence there was no one to sue. 

Mr. Stebbins advised beginning a bill 
in chancery immediately on discovery of 
traud. The Illinois legislature amended 
the language of the incontestable clause 
in view of the Monahan and Ramsay 
cases so that the contestable period can 
not continue beyond death. The bill was 
passed before July 1 but was not signed 
until July 2. Is this act now a law? 
There is doubt as to whether it takes effect 
until July 1, 1922. The IIlinois depart- 
ment on advice of the attorney-general 


holds the law went into effect July 1, 1921. 
Mr. Stebbins said that the language of 
the amended clause should be used in all 
policies now being issued. 


AMES C. JONES of the American 

National declared that preliminary to 
filing a bill, notice should be given the 
heirs or representatives of the assured of 
the intention to deny liability and tender 
of the premium should be made. Mr. 
Stebbins expressed doubt whether these 
preliminary steps would be sufficient for 
affirmative action. Companies should not 
rely on such action where a bill can be 
filed. Companies should take every step 
possible to cancel the policy, a bill should 
be filed and maintained if possible. 

Judge Aldrich of the American Life of 
Detroit felt some advantage was to be 
gained by waiting until the time had 
nearly expired before filing a suit be- 
cause the company would be more likely 
able to maintain its jurisdiction. The 
defense would not have time to plead 
before the contestable period expired. He 
would give notice to the representatives 
of the estate and tender the premium how- 
ever early in the day so that they could 
have full knowledge of the company’s 
intentions. Some disagreed with Judge 
Aldrich as to time of filing suit. They 
argued that a company would have to set 
up the claim of fraud and would have to 
see it through even though the estate 
brought a counter suit. 

T. W. Blackburn said at the meeting 
of the Insurance Commissioners Conven- 
tion at Louisville the proposition of having 
a uniform incontestable clause based on 
the Illinois law passed in all states met 
with favorable response and the matter 
was referred to a committee for consid- 
eration. 


e PETRUS PETERSON, general 
e counsel of the Bankers Life of Lin- 
coln, Neb., discussed the rent cases in 
New York and showed how the police 
power of the state was gradually being 
extended even to the danger point. 

Mr. Bates of the Metropolitan in this 
connection cited the effort made to force 
the New York companies to sell all their 
stock securities in the face of a depressed 
market because the time limit granted by 
the legislature to dispose of such invest- 
ments had expired. Counsel for com- 
panies showed that it would have been a 
catastrophe to dump a lot of securities 
on the market and would be detrimental 
to public interest. They raised the point 
of the constitutionality of the act that 
would force companies to part with prop- 
erty they had acquired in the past. Before 
the question came to a focus, the legis- 
lature passed an act granting the com- 
panies five more years in which to dispose 
of these assets. 

President C. G. Taylor of the American 
Life Convention was introduced and ex- 
tended good wishes. 

Harry Cole Bates of the Metropolitan 
Life legal staff discoursed “Reinstate- 
said but few courts have 
given a definition of “insurability.” In 
Canada the courts make it synonymous 
with good health. No company, he said, 
can decline to reinstate a case without 
very valid reasons. Mr. Bates feels that 
the same factors should be considered that 
entered into the original finding except 
that of age. Physical, moral, financial 
and occupational phases should be con- 
sidered. He declared that if the assured 
can not meet all these the company 
should have the privilege of declining to 
reinstate the case. 

Major Atkinson of the Federal Life 
said that companies have different stan- 
dards of eligibility, therefore on reinstate- 
ment there would be a varied practice 
An assured’s relations with his company 
on reinstatement are not the same as when 
he first applied for a policy. The courts, 
he said, would not likely allow the com- 
panies to introduce the same elements on 





reinstatement as they did on the original 
application. The courts are not desirous 
of broadening the term “insurability.” 

Mr. Ewing of the Metropolitan said the 
assured had acquired rights while his 
contract was in force and the courts 
would not regard an application for rein- 
statement as a new case. 


ONDAY evening William Ross King 

of Omaha, editor of the “Legal Bul- 
letin,” gave a review of the year’s life in- 
surance cases. J. C. Jones of the Ameri- 
can National of St. Louis said that the 
best life insurance law has been written 
by those who have prepared papers at the 
Legal Section meetings. He urged that 
a topical, ready reference index be pre- 
pared so that there be easy access to this 
material. It was decided to refer this 
subject to the incoming officers and the 
new president of the American Life Con- 
vention to see what can be done. The 
Association of Life Insurance Counsel is 
already indexing all its material and the 
work will soon be completed. 

L. Bomberger of Hammond, Ind., 
general counsel of the Northern States 
Life, opened the Tuesday morning session 
by dealing with “Affirmative Action and 
the Incontestable Clause.” H. H. Orr of 
the Western Reserve of Muncie, Ind., ad- 
vised a company to answer any complaint 
brought to recover on a policy and then 
a cross complaint should be filed to seek 
cancellation of the policy before the con- 
testable period has ended. He said that 
he was not entirely in sympathy with the 
view that all rights are fixed at death. If 
that be so a company has no right to go 
into court after death of assured with 
any affirmative action. 

Attorney L. A. Stebbins said where a 
contract has been secured by fraud a 
company should take affirmative action 
at once if still within the contestable 
period. Mr. Stebbins said that attor- 
neys should endeavor to impress on the 
courts that where the language of the 
policy is the language of the statute the 
language should not be construed 
against the company as in ordinary 
cases where the language is its own. 
Old fire policies were decidedly techni- 
cal and subtile. Courts become prej- 
udiced because of these and hove never 
gotten over it. The language of the 
law is designed to protect the benefi- 
ciary. 

H. C. Bates of the Metropolitan said 
that counsel seem to fear to take affirma- 
tive action although he holds that it 
should be done as soon as possible. The 
recent decisions fix the right of com- 
panies to sue in equity after death to 
cancel the policy. It is wiser to remain 
in equity rather than get into law. 

NDREW CHRISTIAN of Rich- 

mond, Va., counsel for the Atlantic 
Life, read a paper on “Contestability of 
Reinstatement on the Ground of Fraud.” 
H. C. Bates of the Metropolitan said 
where fraud is discovered a company is 
morally obligated to go to the fullest 
length to defend itself. The law will not 
always provide a remedy for fraud. In 
cases of reinstatement companies are too 
lax. They get the policy back on the 
books as easily and economically as pos- 
sible. When a policy has been reinstated 
the company accepts the holder and he is 
in the same position as when he was 
originally accepted. There have been no 
higher court decisions involving the status 
of reinstatement where fraud is the issue. 
There is a case of this kind involving 
suicide. Mr. Bates contends that a re- 
instated policy takes on all the rights of 
the original contract and the contestable 
period dates from the beginning. 

Many questioned Mr. Bates’ opinion, 
they contending that a reinstated policy 
brings in a sort of supplemental contract 
which has to be considered. They argued 
that where a policyholder is again ac- 
cepted he waives a thorough examination 
and investigation, the expense of which 





sm 


~ | Good Program for the Legal Section 


might place on him. The 
company accepts him on his own state- 
ment of facts. If it later finds it has 
been deceived it has the right to contest 
the policy on the ground of fraud com- 
mitted at the time of reinstatement, 

Judge H. W. Johnson, president of the 
Central Life of Ottawa, Ia., was intro- 
duced and made a few remarks, 

J. R. Jones of St. Louis, E. M. Gross- 
man of St. Louis and H. B. Arnold of 
Columbus, O., were appointed on the 
nominating committee. 


the company 


— EDGAR TURNER, former 
deputy insurance commissioner of 
Indiana and now general counsel for the 
Casualty Information Clearing House 
of Chicago, spoke on “The Legal Depart- 
ment and Public Relations.” He said that 
the voice of a group is often taken as the 
voice of the majority. Although life in- 
surance has been greatly extended, its 
relations with the public are not yet as 
close as they should be. It is not ade- 


quately recognized. One of the great 
objectives of life insurance is the secur- 
ing of public approval. It must move 
in a friendly atmosphere for its proper 
expansion No business has more to 
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GEORGE E. TURNER, Chicage 
Casualty Information Clearing House 


contribute to the happiness and welfare 
of mankind. The volume of insurance 
must be increased. The business should 
not be hampered or harassed by hostile 
attacks or exacting requirements. Much 
depends on the legal department to see 
to it that the friendship of the people be 
secured. Unwise handling of claims has 
brought much grief and created hostility. 
Mere technicalities should be swept aside. 
Politic work is most desirable. Adverse 
sentiment is reflected in _ legislation. 
Executives must pay more attention to 
claim attorneys. Business getters are un- 
duly favored. Companies want business. 
They hire meagerly paid attorneys to 
handle the claims. They do much harm 
Much depends on the legal department in 
dealing with insurance commissioners. 
These officials can see the operations of 
companies from a different standpoint 
than the home office. The commissioners 
try to do right and be just. They must be 
approached with that idea in mind. Some 
times lawyers are inclined to seek special 


favors from the commissioners and try 
to influence them in a personal way. 
These attorneys should work with the 


commissioners to promote a broad-gauged 
program. 

Mr. Turner said that life insurance has 
not worked as it should with other lines 
of business and other lines of insurance 
Life insurance has held back in coopera- 
tive work when it was not immediately 
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concerned. When other lines of insur- 
ance were attacked by radicals, life in- 
surance stood idly by. 

H. R. Cunningham of the Montana Life 
said that life insurance has been drifting 
along complacently if not directly harmed. 
It has kept out of all cooperative move- 
ments. It must get in the game and do 
team work. 


E. WERKHOFF, president of the 
A. Lafayette Life spoke. Major At- 
kinson of the Federal said much harm 
had been done by unskilled people deal- 
ing with legislators. There should be 
intelligent cooperation of all lines of in- 
surance. 

Vice-President C. I. D. Moore of the 
Pacific Mutual told how much had been 
accomplished in the selling end by co- 
operation. 

Col. J. G. Mahrer of the Old Line Life 
of Lincoln, Neb., said insurance must 
always be made popular. Justice must be 
done the public. There are too many 
shysters in the field. Those who mis- 
represent and deceive should be thrown 
out of the business. 

Frederic Dunham of the Life Presi- 
dents Association was introduced. 

A committee consisting of F. W. Mc- 
Allister, Kansas City Life; C. A. Atkin- 
son, Federal Life and W. C. Wells, Lamar 
Life, was appointed to confer with the 
executive committee of the American 
Life Convention to see if further steps 
can be taken to bring about more co- 
operation among companies. 

Robert Stone of Topeka, the secretary 
of the Legal Section, was chosen as the 
new chairman. In his speech of accept- 
ance he said that he believed in cultivating 
cordial relations with insurance depart- 
ments but if a commissioner is arbitrary, 
unjust and unreasonable, he believes_in 
fighting him with fire. He severely de- 
nounced the Kansas department for 
revoking the license of the Home Fire of 
New York without a hearing or notice. 
The company had not violated the law, 
and was well within its rights. Yet a 
commissioner does a most destructive act. 
In such cases he said companies should 
stand together and fight to the end. 

Mr. Wells, the new secretary, made a 
few remarks. 


Golf Tournament 


And Prize Winners 


T HE golf tournament was held at the 
Indianapolis Country Club. C. H. 
Beckett of the State Life made the 
arrangement and had charge of the 
tournament. He presided at the dinner 
Tuesday evening. Col. Dan W. Simms 
of the Lafayette Life presented the tro- 
phies which were donated by the Indiana 
companies. C. S. Sweeney of the State 
Life gave some readings following the 
dinner. The prize winners were: 

Class A 
Low Gross—Henry Abels, Franklin Life. 
Low Net—A. F. Hall, Lincoln National. 
Second Low Net—W. A. Watts, Mer- 

chants Life. 
Class B 


1: i “epee Wilson, International 
ite. 

Low Net—C. H. Beckett, State Life. 
Second Low Net—E. B. Raub, Indian- 


apolis Life. 
Glass C 


Low Net—J. E. Woodward, Pan-Amer- 
ican. 

Low Net—W. H. Eastman, Kansas Life. 

Second Low Net—E. O. Burget, Peoples, 
Ind. 

Best Ringer Score—Tarleton 

“Western Insurance Review.” 

Flag Tournament 

First—R. A. Norton, Merchants Life. 

Second—C. R. Sweeney, State Life. 

Third—D. W. Simms, Lafayette, Life. 


Brown, 


The American Central Life sent spe- 
cial invitations to all to make its office 
their headquarters. A_ special office, 
stenographer and writing facilities were 
provided. 


Merits and Demerits of the 
Courts Before Legal Section 


HE Legal Section of the American 
Life Convention usually deals in 
dull, dry, uninteresting facts. 

There is nothing more exciting than a 
review of some of the decisions of the 
year and the citation of cases. To the 
layman the operation of an adding ma- 
chine would be just as exciting. 

At Monday evening’s session of the 
Legal Section there were fireworks of 
all kinds, the display lasting beyond 
11 o’clock at night. The most tense 
situation came when the American Bar 
Association was eulogized for passing 
a resolution condemning Federal Judge 
Landis of Chicago for his $50,000 job 
as arbiter of the big base leagues. 
Judge Landis had some stanch defend- 
ers who used very strong language. 

The pyrotechnic display started at 
the conclusion of the paper read by 
William Ross King of Omaha, editor 
of the “Legal Bulletin” of the Amer- 
ican Life Convention. Mr. King was 
reviewing the chief decisions of the year 
affecting life insurance. At the close 
he quoted from the recent book of Vis- 
count Bryce of England, “Modern 
Democracy,” in which the weakness of 
the American judiciary in comparison 
with England’s, for example, was 
pointed out. He also quoted from 
Judge William Howard Taft’s book in 
which some reflection is made on the 
lack of ability and knowledge of some 
of the minor judges. 


MWS C. A. ATKINSON of the 
Federal Life in commenting on the 
paper, declared that he was less prej- 
udiced against the courts now than he 
had been in the past. He stated that 
an attorney who has a case go against 
him is very prone to find fault with the 
court. He contends that his presenta- 
tion of the case was so strong and con- 
vincing that a judge who decided against 
him was lacking in ability, character or 
conscience. In later years Major At- 
kinson found that most of the judges 
did the hest they could, although a 
large number of them are unfamiliar 
with insurance law and practice. 
James C. Jones of the American Na- 
tional of St. Louis took the position 
that the law schools do not give any 
instruction as to insurance and hence 
attorneys graduate without the slightest 
knowledge of the subject. Many at- 
torneys do not have insurance cases or, 
at least, a very few. Judges take office 
with no experience along insurance 
lines. Mr. Jones said that the judiciary 
of this country cannot compare with 
the bench in England. English courts 
are far more efficient, learned and able. 
As a rule, he thinks that the decisions 
rendered in the eastern states are more 
logical and able than in the west. He 
finds the eastern judges as a class are 
men of greater capacity. Mr. Jones 
said that until the standard of the bar 
is raised the country cannot expect 
more capable judges. He said that the 
English and eastern attorneys in our 
own country are better trained and 
hence make better judges. Mr. Jones 
finds that the tone of the courts is 
lower than it was in the past. He at- 
tributes this to the elective system and 
especially the direct primary plan that 
has come into vogue in recent years. 
This has forced judges to become ward 
politicians in order to get elected. Mr. 
Jones urged better salaries for judges. 
Unless they. are remunerated more 
liberally attorneys will not seek the 
bench. The result is that the bench is 
occupied with a mediocre class of men. 
Mr. Jones indicated that the judges who 
were appointed and not elected and did 
not have to knuckle down to the bosses 
made the more satisfactory judges. 


B. YOUNG of the North Amer- 
eican Life of Omaha said that he 
had watched the decisions handed down 
in which life insurance is concerned and 


he thought that but little fault can be 
rightly found with them. The courts 
have shown an impartial spirit and a 
wide grasp of the fundamentals. He 
said, for example, that in dealing with 
the war clauses, the courts were con- 
fronted with a varied and ambiguous 
phraseology. These clauses were con- 
structed by officials who had no knowl- 
edge of the law and were careless in 
their choice of language or by actuaries 
who are given to writing abstruse and 
complicated clauses. The courts have 
dealt with these war clauses as they 
found them. Mr. Young said that the 
couts should not be criticised, but those 
who had written the clauses were re- 
sponsible for the confusion. 

Mr. Young ridiculed the idea that the 
eastern courts and attorneys are su- 
perior to those of the west. He be- 
lieves that ability, conscience, judicial 
temperament, knowledge and honesty 
are found to just as large an extent 
among the judges of the west as those 
in any other part of the country. 

Charles E. Cox of Indianapolis, for- 
mer Indiana supreme court judge, took 
up the cudgels in favor of the judges, 
stating that he believed that as a class 
they are a high minded, intelligent lot 
of men who are trying to do the very 
best they can. He said that life insur- 
ance men must remember that in the 
early days insurance policies were 
filled with all sorts of tricks and that 
companies contested claims on the 
slightest technicality. The courts were 
called upon to protect the people. It 
is not surprising that prejudice against 
insurance companies did arise. In later 
years, of course, the companies have 
become far more liberal. Judge Cox 
said that he did not think the bench 
could be called venal nor were the foun- 
tains of justice polluted at their source. 
There are incompetent and dishonest 
judges, but there are very few. J. C. 
Jones had said that it had been sug- 
gested in some quarters that the mem- 
bers of the bar elect the judges and 
thus the people would be assured of a 
higher grade set of men on the bench. 
Judge Cox stated that perhaps it would 
be wiser to go a step further and have 
the life insurance counsel select all the 
judges. 


OL. DAN W. SIMMS of the La- 
politan Life defended the primary 
his defence of the judiciary. He said 
that he had had a rather wide experi- 
ence with courts of all kinds from high- 
est to the lowest and that he had always 
found them able and intelligent. He is 
not in favor of changing to the ap- 
pointive system. He said that judges 
are inclined to get arbitrary and auto- 
cratic when they realize they do not 
have to go to the people to hold their 
position. The appointive judges get 
beyond the power of the electorate. 

_ They get too far from the people. He 
has found that the elected judges are 
superior to the appointed judges. He 
has never heard of an elected judge be- 
ing found guilty of corruption, although 
he has found many appointed ones con- 
demned for irregularities in office. 

W. Calvin Wells of the Lamar Life 
of Jackson, Miss., who had made a 
study of the courts abroad said that 
he was impressed with the deference 
shown the judges in England. Not only 
the members of the bar, but the people 
have the greatest respect for the courts. 
They are regarded as apart from the 
ordinary run of activities. He said that 
he had asked a prominent member of 
the London bar whether there was ever 
much criticism of the judges. This at- 
torney resented the question, the in- 
ference being that the judges in Eng- 
land could do no wrong. Mr. Wells 
said that the very fact that so much 
deference shown the English courts cre- 
ated a feeling of great respect and the 


judges acknowledged a grave responsi- 
bility resting upon them to keep the 
ermine unspotted. Mr. Wells depre- 
cated the destructive criticism of the 
courts. He said that this had a ten- 
dency to lower their dignity and ef- 
fectiveness. He believes that as many 
safeguards should be placed about the 
courts as possible, 


E M. GROSSMAN of the Central 
e State Life of St. Louis declared 
that the judges in-the moderate size 
cities and in the so-called rural sections 
are, as a rule, impartial and conscien- 
tious. They try to do what is right. 
They may be limited in their training 
and intelligence, but they endeavor to 
be just. Mr. Grossman said that, how- 
ever, in the large centers the courts 
and especially those that deal with the 
poorer people, are filled with incompe. 
tent, corrupt and designing men who 
should be street. cleaners. Mr. Gross- 
man declared that these judges are 
controlled by the political bosses. They 
are compelled to do their bidding. They 
are petty politicians themselves and 
are incapable of dealing out justice. Mr. 
Grossman contended that it is impos- 
sible in the cities to have municipal 
judges elected to office who are worthy 
of the position. In many wards the 
great bulk of the people are foreign 
born and do not know the people for 
whom they are voting or what they are 
voting for. 

Maj. Atkinson of the Federal Life 
said that the old convention system of 
choosing judges has proved the best. 
Although the conventions are partisan 
the party leaders felt a sense of respon- 
sibility to the people and nominated a 
high class of men on the ticket for 
judges. They felt that the bench was 
sacred in a sense and hence they chose 
worthy men to sit on it. The direct 
primary system Col. Atkinson said had 
brought to the bench a very undesirable 
class. 

Attention was called to the fact that 
the courts in Chicago had greatly de- 
teriorated since the convention system 
was abolished and the direct primary 
system plan had taken its place. 


TTORNEY EWING of the Metro- 

politan Life defended in primary 
system saying that the people thus 
have a voice in choosing those who are 
to sit on the bench. The people them- 
selves are responsible. They can choose 
those. who they think are best con 
versant with the problems that come 
before them. They elect those who 
have a sympathy with the issues that 
confront the people at large. He said 
that the primary system is the best that 
has been yet devised for the choice of 
people holding office. The bar associa- 
tions in the cities should fight incom- 
petent and corrupt judges. 

Mr. Jones of St. Louis said that he 
had found the convention plan had 
given St. Louis the best judges. In the 
choice of evils it is the lesser one. He 
believes that so far as choosing judges 
are concerned we should go back to the 
convention plan. Mr. Ewing said he 
agreed with this, provided the conven- 
tion was divorced from politics. Mr 
Jones felt that the political parties 
could be relied on by the convention 
plan to nominate satisfactory judges. 

Judge Aldrich of the American Life 
of Detroit said that if the members of 
the bar will get together and earnestly 
advocate a high class, honest lot 0 
men for judges, the citizens will re 
spond. The citizens of Detroit, he de 
clared had swept out a lot of unworthy 
judges and had chosen excellent ones. 
It is up to the best citizens to take the 
lead. They can always carry the day 
if they will stand together. If they ca” 
not than the entire political system ° 
this country is wrong and we should 
make a hasty change. Judge Aldrich 
said that in 364 days out of the year 
every man is thinking of himself 2° 
his own affairs and is not contributing 
anything to the general welfare oF his 
country. Let the best citizens of ay 
city band together in politics an 

{CONTINUED ON PAGE 14) 
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The Real Demand of Tomorrow 


BY CHAS. JEROME EDWARDS 


to be made upon the institution of life 

insurance by the generation which is 
just merging into business, professional, 
financial and other relations which go to 
make up our body politic, and the obli- 
gations which the companies represented 
here in this assemblage will be called upon 
to meet, my first reaction thereon is a 
realization of how thoroughly well you 
have met the demand of Yesterday dur- 
ing the fifteen years stretching from 1906 
to 1921. 

You have made a thousand blades of 
life insurance grass grow where before a 
Sahara had existed. You have created 
a demand for life insurance and you have 
met that demand by an ever increasing 
energy and fidelity to service. The for- 
ward steps that you have taken as indi- 
vidual companies and as collective mem- 
bers of the American Life Convention, 
in exemplifying the best examples, has 
become one of the happiest and most im- 
posing monuments to life insurance 


I: discussing the demand which is going 


progress, even as the achievements have 
probably been amazing to yourselves,— 
just as it has been surprising to your 
compeers among the so-called old com- 
panies. 





CHARLES JEROME EDWARDS 
Ex-President National Association 


. )D moves in a mysterious way his 
4 wonders to perform” the Good 
Book says. Certainly as I look over the 
Pages of life insurance for the past fif- 
teen years, it would seem as if the guid- 
ance of Providence and the virtue of 
enthusiasm had welded into effective 
channels of service and success the dis- 
Position of those men, who in 1905-1906 
and the year following, believed in the 
wider scope of life insurance and in the 
conditions of national prosperity which 
Warranted your action. “The babes ot 
yesterday are the daring helmsmen of to- 
morrow.” 

However, your companies did not start 
upon uncharted seas. And, by compari- 
son, | am reminded of the first plunge of 
these United States into the swiftly mov- 
ing current of life insurance, when, in 
1784-5, the U. S. Government endeavored 
to co-operate with Governor Patrick 
Henry of Virginia in securing a policy of 
Msurance upon the life of the famous 
sculptor Houdon who had keen com- 
missioned to execute the statute of George 
Washington—the original of which Presi- 
dent Taylor of your Convention views 
daily on its pedestal in Richmond. A 
replica of it is in the National Capitol at 

ashington. It is also interesting to note 
that a reproduction thereof has been pre- 
sented by the State of Virginia to the 
British Nation and. in July last was un- 


veiled in Trafalgar Square, London. 


N endeavoring to secure the service of 

Houdon, the Government was con- 
fronted by his demand that his life must 
be insured before undertaking the work. 
Patrick Henry, the Governor of Virginia, 
Benjamin Franklin, our Commissioner 
abroad and Thomas Jefferson, Minister to 
the Court of Versailles and John Adams, 
Minister at London, cast about in what 
seemed an almost fruitless endeavor to 
meet Houdon’s requirements. It was 
only after long drawn-out negotiations 
that they finally succeeded in concluding 
such transaction. 

Thus we contemplate the first piece of 
government life insurance, and in fact 
the initiatory process and foundation of 
our great institution, which served as an 
example if not an incentive in the building 
up of this great service which we repre- 
sent. 


have peculiar personal interest in the 

development of The American Life 
Convention, and the companies operating 
upon the modified preliminary term plan, 
by reason of the fact that I was acci- 
dentally projected into the arena of the 
National Association work by election as 
National President at the Toronto Con- 
vention in 1907. And one of the first 
questions which I had to consider was the 
disposition—I might almost say the feroc- 
ity of disposition and opposition of many 
life insurance managers who were bent 


is the greatest propagandist and the com- 
pany the most useful and practical servi- 
tor. 


ND now as to “The Demand of To- 

morrow.” It will be conceded that 
the membership of companies operating 
upon the modified preliminary term plan 
go hand in hand and operate quite as 
happily and quite as scientifically and 
quite as securely as the companies basing 
their calculation upon the “Select” and 
“Ultimate” methods—doing the same 
thing in a different way; the same thing 
that you accomplish as to provisions for 
commissions and expenses. 

Therefore we all start on an even keel 
in the field of life insurance as far as 
opportunity and security is concerned,— 
all the companies operating upon a legal 
reserve basis. Of course we have only 
just conceived what the service of life 
insurance is to be. We need not look 
at it from the standpoint of agent’s com- 
missions or increase in the employees’ 
payroll, or of salaries to the officers. But 
great as the growth and the extension of 
life insurance has been, its circumference 
is far beyond our conception, or even our 
imagination. And yet we are going to 
surprise ourselves by the way in which 
we meet the Demand of Tomorrow in ful- 
filling our obligations and enjoying our 
prosperity. 





ener mH 


Charles Jerome Edwards, manager of the Brooklyn office of the 
Equitable Life of New York, is a former president of the National Asso- 
ciation of Life Underwriters and represented that organization on the 
program of the American Life Convention. He presented some interesting 
comments on present-day problems from the life agent’s viewpoint. 





upon excluding from Association member- 
ship and local bodies, the agents of such 
new companies. 

Happily, I note the fact that among the 
most efficient and progressive officers of 
our National Association during the past 
few years have been men representing the 
companies that make up the membership 
of this Convention. 

And may I again refer to the accom- 
plishments made by your members in the 
Yesterday of Life Insurance as exemplify- 
ing their ability to meet The Demand of 
Tomorrow? 


ROBABLY I cannot more happily ex- 

emplify the service of your companies 
than by referring to what was accom- 
plished in the State of Texas, under the 
stress of legislation—the good wisdom of 
which I will not assail nor defend. But 
the fact is that the citizens of the great 
commonwealth were suddenly bereft of 
the benefits and protection of life insur- 
ance through the withdrawal from the 
state of the older companies. 

And thus bereft, it became the duty as 
well as the opportunity of the newer com- 
panies, and companies later to be organ- 
ized, to build up and direct such com- 
panies along the channels of useful pub- 
lic service. How happily this work was 
done is shown by the record of insur- 
ance now in force in Texas on the 
books of these companies. 

This may be an extreme example but I 
venture that likewise in all of the 38 states 
where your companies operate, the in- 
creased benefits which arise under life 
insurance have been felt not only in the 
actual death claims paid, but in the peace 
and contentment that goes hand in hand 
with such protection, and more particu- 
larly in the extension of the principle of 
thrift, of which the life insurance agent 


1E old-fashioned life insurance of 

yesterday has. gone the way of the 
horse-car and the kerosene lamp. Each 
have served their purpose but are woe- 
fully out of date. Sometimes, somewhere 
is a man who will want an old-fashioned 
policy of an old-fashioned kind, sold to 
him in an old-fashioned way; but the real 
Demand of Tomorrow is for the forward 
looking company and the improved form 
of life insurance that meets wide con- 
tingencies,—new conditions, and will serve 
family, social and business exigencies in 
a degree and possibly in more varied ways 
and meet more positive demands than the 
so-called diversions of the last decade into 
group insurance, educational insurance, 
corporation and partnership insurance, life 
income insurance, double indemnity, bank 
credit insurance, old age insurance, waiver 
of premiums and disability features, and 
the various phases of life insurance utility 
which was always possible but not vital- 
ized. They have come and are recognized 
as useful and permanent. 

Last spring a foremost life insurance 
company issued a pronunciamento in- 
veighing against the so-called “frills” or 
features which the modern life insurance 
policy contains. It evidenced self-content- 
ment, lofty superiority and reaction. 

In the field of service which life in- 
surance companies occupy there can be no 
such thing as resting on the oars or of 
reaching the ultimate of contentment by 
an isolated perfection, or of decrying the 
advance movement. 


mest of us can remember those days 
when there was “only one company” 
and that was the company the particular 
agent happened to work for; that period 
when company officials expended all the 
ingenuity of their actuaries, their publi- 
cation .department and their agency in- 
structors trying to prove that no com- 





pany except their own was worthy of 
public support; when life insurance as 
an institution was mythical and the 
virtues of one individual company was the 
desideratum. Those days have passed. 

Today the building of the universal 
belief in life insurance as an institution 
and of a unified support of life insurance 
education and service is the heritage which 
we shall hand down to the next genera- 
tion. 

There may still be a few companies who 
stand in splendid isolation and cannot 
understand what it’s all about. The ex- 
perience of some of these companies in 
the first half of the present year in a 
largely decreased new business, would 
seem to show an ability to meet the con- 
ditions of the times and will serve as an 
object lesson for other life insurance com- 
panies who either lack the ability, the 
initiative or the disposition to meet The 
Demand of Tomorrow. 

In short, the Life Insurance company 
that is satisfied with its old record, that 
prides itself on a superior quality of nega- 
tion and accepts the policy of “do noth- 
ing,” that lacks imagination, initiative or 
ideals will, also lack improvement and 
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eventually descend into a condition of 
constricted service and atrophy. 


1E excuse of the life insurance com- 

pany for existence is not that its agents 
may make commissions; is not that a 
salary list may be imposed upon the ex- 
pense fund, or that its officers may be 
paid increased compensation for increased 
building of company assets, or the in- 
creased service of the company. 

In short, I am confident that the insti- 
tution of life insurance will through the 
versatility of its service and the genius 
of its up-builders, be enabled to cover 
practically every contingency of welfare 
and protection safeguarding the human 
family up to, if not including the age-old 
question of unemployment. And do not 
stand aghast if I predict the ultimate 
working out and adoption of even such a 
“feature.” 

There are no “frills” in life insurance; 
there are no excesses to which standard 
and scientific life insurance can go in 
adopting their policy provisions to better 
meet the requirements of the insuring 
public, which the progressive life insur- 
ance company can afford to discard. 


IERE will be further reforms in life 

insurance, so-called reforms because 
they secure betterments. One or two 
such reforms or adjustments impinge 
themselves upon my experience day by 
day as representing the old idea of selfish 
company interest as compared with in- 
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creased service to policyholders, forget- 
ting that the two should go hand in hand, 
and that every provision extended and 
every new feature added to new policy- 
holders should likewise be aggressively 
offered and secured to old policyholders, 
to the increasing prestige, power and profit 
of the company. 

In order to get another slant on this 
feature of company service, may I say 
that Secretary Blackburn and I have some 
rather vivid recollections of the so-called 
Government Insurance, both of us having 
participated in the earlier conferences 
which resulted in the establishment of the 
War Risk Insurance Bureau. The results 
of its operation do not incline me to think 
that state insurance will ever be seriously 
considered a function of government. 

But I do not forget that we are all 
creatures of the state. Every company 
organized in any of the 48 states of the 
Union was created through some process 
of legislation, and having been created, the 
states have found they could regulate and 
almost determine the exact character of 
management, and even enter into more in- 
timate details of company opration. 

I emphasize this to show what the state 
has already done it can certainly do and 
do still more directly and pdsitively. 


Y vision indicates that the state can 

even demand a _ certain specific 
service of life insurance companies; can 
point out that life insurance companies as 
creatures of the state are public service 
institutions,—agencies of the state obli- 
gated to perform functions of value to all 
its citizens. The Interstate Commerce 
Commission, the operation of the Anti- 
Trust Laws, and the Utility Commissions 
of our various states, all exercise such a 
definite control of, and in the functions 
of public service and utility corporations 
as to point the way of state direction if 
not state control of underwriting in all 
its branches. 

And the state may say certain privileges 
must be extended and that more definite 
opportunities shall be provided, whereby 
all of the citizens of the state are entitled 
to secure unto themselves a participation 
in the protection afforded by the institu- 
tion of life insurance. 

In concrete the situation is this—and 
I quite appreciate I am decidedly and al- 
most offensively at variance with the 
judgment of most company managements 
who enjoy both experience ‘and sagacity. 
We have for several years been ‘educated 
by practically all life insurance companies, 
that one mark of especial advantage or 
evidence of good management, is in the 
medical selection on new lives. This has 
gone so far as to be made one of the chief 
arguments in soliciting insurance in some 
companies,—to wit: that their low mor- 
tality on specially selected lives through 
the rejection of sub-standard risks and 
the refusal of any form of protection to 
impaired risks, has resulted in an ex- 
ceptionally low percentage of Experience 
to Expectancy. 


E find companies advertising with 

avidity and congratulating them- 
selves with much ardor on a 59 percent 
experience or a 67 percent experience; 
and not to be invidious, these figures are 
casual and not meant to indicate any 
special company. But this is an error in 
gauging public opinion into which most 
all companies have fallen. 

Some day the state will step in, or an 
investigating committee, with possibly less 
actuarial acumen and with imore of an 
idea of social service to fit a welfare 
program, will direct the very pertinent 
question—“Why are you charging premi- 
ums based upon an expectancy of 100 
percent whereas your experience proves 
you are meeting say only 67 percent ex- 
pectancy?” 

Your company statisticians will explain 
that it is because of their careful selection 
of fine risks and he will be asked: “How 
do you arrive thereat?” -And with much 
show of pride and satisfaction he will 
explain your fine chart system of selec- 
tion.. And right there you are going to 
be up against: it. 

And Mr. Counsel or Mr. Politician will 
ask, “Why are you discriminating against 





Three Good Addresses Given 
On First Day of Convention 


RESIDENT C. G. TAYLOR 
P opened the meeting of the Ameri- 

can Life Convention at Indianapolis 
Wednesday morning with a word of 
welcome. Mr. Taylor is a young man 
who has made a place for himself in life 
insurance. He is vice-president and 
actuary of the Atlantic Life of Rich- 
mond. He has an alert mind and a 
charming personality. His ease as a 
presiding officer was apparent. 

Mayor C. W. Jewett gave the official 
welcome on part of the city. He re- 
ferred to the great part the life 
companies took in the sweeping influ- 
enza epidemic. They paid out vast 
benefits without a whimper and without 
ostentation. He told his hearers that it 
is incumbent on all to cultivate the 
patriotism of peace. 

President H. R. Cunningham of the 
Montana Life was called to the chair 
while Mr. Taylor read his address. Mr. 
Taylor said that ample surplus is needed 
to meet all shocks and contingencies. 
He referred to the achievements of the 
American Life Convention. He said 
the American Service Bureau has been 
a real success. The spirit of coopera- 
tion is growing among life companies 
and organizations. He suggested a new 
section to be organized in the conven- 
tion, viz., one devoted to office man- 
agement and methods of handling detail. 
This will be most valuable to junior 
officers and department heads, 

T. W. Blackburn, secretary of the 
convention, read his report detailing the 
various activities of his office. Owing 
to the various legislatures that met last 
season, there were many demands on 
his office. 

President Taylor announced that the 
Life Presidents’ Association is officially 
represented by Henry Moir of the Home 
Life and C. I. D. Moore of the Pacific 
Mutual. 


RESIDENT TAYLOR at the open- 

ing of Wednesday afternoon’s session 
introduced President John L. Shuff of 
the National Life Underwriters’ Asso- 
ciation. 

Charles Jerome Edwards of Brooklyn, 
general agent of the Equitable of New 
York and ex-president of the National 
association, spoke on the “Demand of 
Tomorrow.” Mr. Edwards is always 
dynamic. He hurls thunderbolts. He 
thunders and yells. It was Edwards at 


his pinnacle when he made this ad- 
dress. He spoke of the time when he 
was elected National association presi- 
dent and the question of the eligibility 
of preliminary term company men arose. 
He insisted on their being received. He 
declared that in choosing officers for the 
National association, company applica- 
tion is not considered. Agents are not 
interested in company bookkeeping. All 
come out rightly in the end. Mr. Ed- 
wards criticized companies for being 
so strict in medical selection, so that 
their mortality ratios are held down to 
a very low figure. They are not ren- 
dering the largest service. They keep 
out many who need protection. The 
companies should find a way to insure 
them. It is here that the state may 
step in to insist on a larger service. He 
thinks that life companies could well 
emulate fire companies in the reinsur- 
ance plan of the latter. 

Mr. Edwards criticized the policy 
loan system whereby the policyholder 
continues to pay the full premium even 
though the loan has reduced the face of 
the policy. The premium should be ad- 
justed according to the net insurance 
in force. 


W. STEVENS, vice-president of 
* the Ilinois Life, spoke on the 

“Part-Time Agent—His Place in Our 
Business.” Mr. Stevens is always a virile 
and independent thinker. The part-time 
subject is discussed chiefly in the larger 
cities. Mr. Stevens believes in the seri- 
ous part-time men. If they are legiti- 
mate in the country they are just as 
much so in the cities. 

Mr. Stevens said that the greatest 
evils in the business cannot be traced to 
the part-time agent. He favors those 
part-time who solicit and close busi- 
ness and keep the commissions them- 
selves. 

Mr. Stevens commits to memory his 
addresses, a monumental task. So per- 
fect is his work he does not deviate from 
the written manuscript. 

_Francis V. Keesling of San Francisco, 
vice-president and counsel of the West 
Coast Life, spoke on “Reciprocal and 
Retaliatory Laws.” He gave a history 
of this legislation. Mr. Keesling is a 
happy speaker, a man well versed in the 
law. He is one of the substantial men 
of the organization. His address was 
well received. 








the citizens of the state who most need 
insurance, the impaired risk you speak of, 
the under average life, the man who under 
these very circumstances is the man who 
is most in need of life insurance, and his 
family of protection?” 


ND there we are going to come face 

to face with an idea which no actu- 
ary, or no company policy, no superior 
management is going to be able to offset; 
because if it is the duty of life insurance 
to provide protection for the family it be- 
comes increasingly the duty of the life 
insurance company to find a way to secure 
protection to the man who most needs 
life insurance; and that is the man whose 
longevity may be shortened because of 
conditions of which he is the victim, and 
which may mean that his family may be- 
come a charge upon the state, directly or 
indirectly. 

And therefore I venture to say that the 
less life insurance companies express 
satisfaction in their low Experience to 
Expectancy the less apt they are to run 
against some sort of demand emanating 
from state legislatures requiring an ex- 
tension of their service, which will secure 
life insurance to the men who most need 
it. If perchance I be deemed « heretic by 
some, remember that the heretic of yes- 
terday, the radical of today, is sometimes 
the prophet of tomorrow. 


ND this gives birth to the thought 
that within this Convention or simi- 


lar bodies, it seems to me there could very 
properly be instituted a plan or method of 
exchange reinsurance and division of 
risks based something on the pfocess em- 
ployed by fire insurance companies where- 
by, as we all know, the distribution of 
risk from one company to a dozen or 
more is a matter of not only intelligent 
but exact mathematics, and is recognized 
as both a proper and profitable method of 
underwriting. 

Of course some of our friends will find 
reasons for not doing it. But my warning 
is that we are living in a positive and not 
a negative age. Forsooth, may I say it 
may not be so much what we may want 
to do in company direction, as what we 
may be called upon and compelled to do 
in the future that excites my interest 
and sharpens my vision. 


HERE is a further reform or better- 

ment in life insurance which we shall 
have to spell out at some comparatively 
early day. Policy loans have worked 
temporary benefits to policyholders under 
financial embarrassment, but the sum 
total has been one of disadvantage to both 
company and policyholder. This is a 
matter of knowledge to all of us. The 
legislative enactment of 1906 in New 
York and the earlier Massachusetts legis- 
lation requiring companies to incorporate 
loan and cash values in the policy con- 
tract, which requirement was followed 
generally by all life insurance companies, 
has worked a very great disadvantage to 
the institution of life insurance as such. 





Company officials and Insurance Depart- 
ments have long recognized the evil fea- 
tures and that no advantage which may 
accrue to the company in an individual 
case by a so-called profit secured through 
lapsation, or the gradual elimination of 
impaired risks by the burdens of increased 
loans, is one that is viewed without satis. 
faction. It is truly an unmitigated evil, 

Although I haven’t any figures to sub- 
stantiate my statement I think that the 
experience of all will agree that a vast 
majority of policies, especially policies in 
excess of one or two thousand dollars, 
and whether loans are effected early or 
late in the age of the policy, spell a posi- 
tive lapse, thus thwarting the purpose of 
the policy and working an economic loss 
as well as leaving a bad taste in the mouth 
of the insured, charged off as a “loss” in- 
flicted by life insurance. 


ET us assume that a policy of $5,000 

has a reserve of $2,000 which the 
policyholder borrows. This leaves $3,000 
cf actual net family protection in force. 
He continues to pay premiums of say $200 
per annum, not for $5,000 of insurance 
but for $3,000; he also pays $120 per 
annum in interest, making a gross pay- 
ment of $320 for which he is actually 
securing only $3,000 protection. Pretty 
expensive life insurance this,—$320 per 
annum for $3,000 net protection. 

I know that no actuary will agree with 
me, and that most company officials will 
consider me radical when I state that 
unless life insurance companies take some 
concerted action whereby this burden may 
be relieved, the state will some day step 
in and somehow set up some standard of 
requirement to ease such condition. 

Most policy loans are increased from 
year to year thereby becoming a real bur- 
den which it is impossible for a_policy- 
holder to struggle under. If such a pro- 
gram is followed he eventually finds him- 
self paying an excessive amount each year 
to the point of bewildering excess. 


PPRECIATING that the man has the 
privilege of paying back the loan at 
any time, and having his insurance ad- 
justed to the full amount, I realize that 
other conditions may govern and gen- 
erally do, and you must not forget the 
fact that in cold dollars and cents the 
policyholder whom I have illustrated 
enjoys but $3,000 net insurance and a prob- 
ably decreasing amount by reason of later 
loans. And when he dies his family only 
gets this $3,000 or some reduced amount. 
Weewill agree that if a policy loan runs 
for a period of three or five years it be 
comes permanent, or the policy becomes 
extinct by lapsation, 

I venture to say that if the life insur- 
ance companies want to get the jump on 
the legislature, they will find a way where 
there has been no reduction of loan for a 
period of three or five years, that then 
the net amount of policy will be made 
the amount of the insurance in force, the 
premium to be adjusted to meet it. I 
realize this means starting all over on 
reserves and it may require some re-cal- 
culation as to attained age. But what 1s 
most essential is that we will thus be 
giving real service to policyholders, hased 
upon our knowledge and experience in- 
stead of permitting him to continue in an 
ignorance which besets practically every 
man who has a loan against his life in 
surance policy. 

May I leave these thoughts with you. 
whether you consider them as _ recom- 
mendations, or prophesies, or fallacies’ 


Ladies Were Entertained 


The Indiana Association of Legal 
Reserve Life companies afforded ample 
entertainment for the ladies. At noon 
Wednesday a chicken dinner was civen 


at Mann’s farm. In the evening 3 
theatre party was tendered. On Thurs- 
day morning the ladies were given an 


automobile ride and luncheon at_ the 
Woodstock Country Club. On Friday 
morning they went up in the Soldiers 
& Sailors Monument. 


The National Life & Accident of 
Nashville was recently elected to mem 
bership. President C. A. Craig is rep 
resenting the company at the mectine: 
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The President’s Annual Address 


BY CHARLES G. TAYLOR, JR. 


OURTEEN years ago the second an- 
F na meeting of the American Life 

Convention was held in this city. 
These fourteen years have witnessed de- 
yelopments that could hardly have been 
foreseen by those sturdy spirits who de- 
yoted their talents, more wisely than 
perhaps they realized, to the nurture of 
he then infant organization. 

Then the membership of the Conven- 
tion was forty-two companies, domiciled 
in nineteen States with insurance in force 
of $600,000,000. 

Now the Convention has a membership 
of 136 companies, domiciled in 38 States 
of the Union with assets of $£873,182,504 
and insurance in force of $8,066,803,158. 


A: we contemplate this splendid 
growth, it is well for us to recall what 
is this American Life Convention in which 
we are proud to claim membership. It is 


the oldest organization of life insurance 
executives in the United States—a pioneer. 
As such, it has a peculiar responsibility to 
keep ever in the vanguard of progress. 
The splendid purposes of our crganization 
can be no better stated than in the follow- 
ing words from our constitution, 


which 





HENRY MOIR 
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it, is well for us to recall from time to 
time, lest we forget the broad foundation 
upon which we have builded: 

‘The dissemination of information re- 
garding the science of life insurance; the 
upholding of correct principles in the 
conduct of the business of life insurance; 
the establishment and maintenance of con- 

ence between the management of the 
coMpanies composing the organization 
and their policyholders; the correction of 
any abuses which may arise in the meth- 
ods of transacting the business of life in- 
surance; the promotion of cooperation, 
acquaintance and exchange of ideas among 
the executive officers of its membership, 
and any and all other things incident to 
the welfare of insurers, insured, and the 
public in relation to the business.” 


HIS original declaration has been 
further amplified by resolutions de- 
claring the position of the Convention 
in favor of:—Fair and uniform taxation; 


prevention of old abuses in depart- 
mental examinations; elimination of 
ioe: jobbing schemes; abolition of 


isting and proselyting by circulariz- 
ig the agents of other companies; 
elimination of competitive literature; 
tdperation between various life insur- 
ance organizations. 

These declarations are a challenge to 
every executive subscribing to the objects 
and purposes of the Convention to set 
#landards in the management of his com- 


Pany in harmony with the ideals of the 
Convention, 


We are not held together by any hard 
and fast rules or agreements, but by com- 
mon interests in the advancement of our 
business and its conduct upon the highest 
ethical plane. 

Our work is conducted largely through 
volunteer assistance from its inembership, 
our Secretary and Counsel, with two as- 
sistants being the only aieted employees 
of the Convention. Each member should, 
therefore, feel that he is personally 
charged with the duty of interesting him- 
self in the advancement of the interests 
of the Cenvention—should realize the 
study of its welfare is just as much his 
responsibility as that of those who may be 
temporarily serving in an official capacity. 

Only thus can we expect this Conven- 
tion in the future to measure up to its 
splendid past. Let us, therefore, accept 
our past as but a challenge for the 
future. 


HILE never tardy in its declarations 

upon fundamentals, this Convention 
has nevertheless always been truly Ameri- 
can in its fight for freedom from unneces- 
sary legislative interference and for the 
tree display of individuality in the con- 
duct of the business so long as sound 


business principles are not violated 
thereby. At no time, therefore, has it 
been the subject of criticism, which, 
rightly or wrongly, has been leveled 


against some business associations for at- 
tempted avoidance of open and free com- 
petition. In no business, great or small, 
is there any more active, aggressive, or 
untrammelled competition, that is not at 
the same time destructive, than in the 
life insurance business today. Without 
fear of successful contradiction, we assert 
that in no business is greater considera- 
tion given to the interests of the customer 
than in the business of life insurance. 

These conditions have earned for legal 
reserve life insurance a public regard that 
cannot be too highly valued by those 
charged with its conduct. As a conse- 
quence, we are faced only rarely by out- 
breaks of unreasonable legislation. Yet 
occasionally there arises someone intent, 
for some personal motives, upon unjustly 
pillorying the management of life insur- 
ance companies or diverting life insurance 
funds in the aid of some class or to 
remedy some economic evil. 


HE unhappy results of governmental 

interference in business or in favor of 
one class or another have been so emphat- 
ically demonstrated by certain necessary 
activities in this direction incident to war 
conditions, that we wonder any one is or 
may be for many years to come so heed- 
less or bold as to suggest any such activity 
at this time. 

Statutes should be designed to assure 
safe and honest management in the in- 
terest of the policyholders, but should not 
interfere with the details of management 
or rob officers of their personal responsi- 
bility. The assets of life insurance com- 
panies should be safeguarded by proper 
laws prohibiting questionable investments, 
but such laws should be in the interest 
only of the policyholders contributing the 
funds. It is difficult to imagine any 
sound reason for compelling the invest- 
ment of such funds in the interest of a 
given class which would not apply to 
the same funds in the hands of the in- 
dividual policyholder. The American 
sense of fairness and justice would most 
certainly rebel against such interference 
with individual rights. 

Yet executives of life insurance com- 
panies should always be mindful of their 
great opportunity both to serve their 
policyholders and to perform a great eco- 
nomic service in the management of these 
institutions. 

By thoughtful effort to make our insti- 
tutions serviceable in the broadest pos- 
sible way without jeopardy in the slightest 





degree to the interest of policyholders, we 
may continue to rob the  sensation- 
monger and muck-raker of the slightest 
excuse for his activities, and continue to 
earn such high regard for the institution 
of life insurance as to consign to public 
condemnation the man who attempts to 
exploit himself at the expense of the com- 
panies. The responsibility is ours. 


INCE the outbreak of the World War, 

life insurance has not been free from 
the problems which have beset all other 
forms of commercial and financial ac- 
tivity. Almost every economic change 
incident to this period vitally affected life 
insurance companies. 

Increases in salaries and all other ex- 
penses of doing business, necessitated by 
war activities, including Federal taxes, 
were absorbed by life insurance without 
being passed on to the purchaser. 

The unprecedented demands for policy 
loans, especially during the past year, 
were met by the companies without resort 
to technical rights and without weakening 
the companies in any respect, although 
presenting problems hardly anticipated 
when these benefits were introduced into 
the life insurance policy. These facts 
must at the same time remind us of the 
importance of giving serious thought to 
the future problems that may be faced 
through this condition which is essentially 
foreign to the best interests of life in- 
surance, 

Fortunately, the short duration of 
American participation in the European 
hostilities resulted in inconsiderable war 
losses, but the influenza epidemic occur- 
ring during the same period caused 
losses not anticipated by the wisest ob- 
servers. 

War financing resulted in lower interest 
returns, and the demand for policy loans 
has prevented the companies from taking 
advantage, as largely they might other- 
wise have done, of higher interest rates 
recently prevailing. 


OR did these experiences result in 

any concerted effort to increase the 
cost of life insurance. These drains upon 
the financial resources of companies were 
met by the use of surplus funds accumu- 
lated over long periods of years in an- 
ticipation of just some such unforeseen 
condition as this. 

Life insurance reserves and surpluses, 
enigmas to the man unskilled in the 
technique of the business, have in the past 
frequently been the subject of questioning 
by honest but ignorant doubters and of 
attack by the demagogue. No thinking 
man can emerge from a study of life in- 
surance history of the period in question 
and escape the conclusion that the close 
and vital relationship which American 
life insurance companies bear to the eco- 
nomic and social well-being of the major 
portion of our population demands the 
utmost regard for these essentials. The 
future policy of legislation and super- 
vision should be to encourage, not limit, 
the accumulation of ample surplus funds 
to the end that life insurance may be 
amply fortified against any similar condi- 
tions which, however much we may hope 
otherwise, are always possibilities. 

Indeed we may well question whether 
there is not in this demonstration of the 
sound principles of business management 
followed by life insurance companies food 
for reflection by the leaders of other busi- 
ness to the end that all business may be 
adjusted to meet similar shocks as they 
have been met by the life insurance com- 
panies and without such fear and result- 
ing suffering as have been consequent 
upon the business conditions of the past 
year. 


N the recommendation by the Treasury 
Department of the plan to tax life in- 
surance companies upon their free invest- 


ment income, there is at last a recognition 
of the fact that the method of determining 
net income applicable to ordinary com- 
mercial business is not suited to life in- 
surance. The uncertainties of former 
income tax laws have thus been elimi- 
nated, and if the law is finally enacted 
by Congress, we shall at least be able to 
determine without endless trouble and 
litigation the amount of the tax to which 
insurance companies are subject instead 
of being constantly in a state of un- 
certainty. 

During the past year one state has 
enacted a general corporate income tax 
law. It is possible that others may fol- 
low. In consideration of the heavy tax 
that is already imposed upon the gross 
income of life insurance companies by 
the various states through the percentage 
taxes upon premiums, it is inconceivable 
that there is any just ground for further 
taxation upon income. Having once taxed 
the gross income, why should it be taxed 
again? It behooves us, therefore, to be 
especially watchful of: any legislation of 
this character to see that the acts are so 
drawn as to exclude the possibility of 
their being applicable to life insurance. 





GUILFORD A, DEITCH, Indianapolis 


and Counsel, Reserve 


Loan Life 


Vice-President 


T the Omaha Convention the Presi- 

dent was authorized to appoint a 
committee to effect the organization of an 
inspection service for the benefit of the 
American Life Convention members. At 
the Kansas City convention the plan of 
trusteeing the stock of a separate corpora- 
tion, which then seemed advisable, in the 
hands of the Executive Committee of the 
Convention, with all rights and privileges 
under the stock accruing to the Conven- 
tion, was approved. The President and 
Directors of the American Service Bureau 
have given unstintedly of their time and 
talent in the development of this organiza- 
tion with success beyond that anticipated 
when the plan was first presented to the 
Convention. Believing that, morally, at 
least, we cannot accept the benefits with- 
out assuming corresponding responsibility, 
may I urge every executive of an Amer- 
ican Life Convention company to give 
close study to the operations of the Amer- 
ican Service Bureau and vigorcus support 
to these gentlemen who have certainly 
earned it by their endeavors, which have 
been, at great personal sacrifice, solely in 
behalf of the Convention. 


T is a great pleasure to record that dur- 
ing the past year the most cordial 
relations have continued between our fel- 
low organizations, the Association of Life 
Insurance Presidents, the National Con- 
vention of Insurance Commissioners, the 
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National Association of Life Under- 
writers, the Association of Life Agency 
Officers, other organizations interested in 
the welfare of insurance. 

The spirit of cooperation is growing, 
It has been in evidence during the past 
year in a manner that would have been 
considered impossible a few years ago. 

At the beginning of the present year, 
in only eleven states were there statutes 
permitting the amortization of fixed term 
securities. Today this law appears in the 
statutes of twenty-nine states, as a result 
of helpful cooperation between the Na- 
tional Convention of Insurance Commis- 
sioners, the Association of Life Insurance 
Presidents and the American Life Con- 
vention. The Convention Bill failed of 
passage in only three states, due to local 
conditions not pertinent to the merits of 
the measure. These results, of great im- 
portance to the business of life insurance, 
would not have been possible without the 
cordial cooperation of the three great 
organizations interested. 


HERE are several respects in which 

Standard Provisions laws should be 
amended, and maybe readily amended 
through similar cooperation, to give effect 
to the common understanding and original 
purpose thereof, which has been nullified 
by recent decisions. 

There are yet other fields into which 
this spirit of cooperation may be extended 
with benefit to all concerned. The Amer- 
ican Life Convention, having been a 
pioneer in this movement, has a peculiar 
duty to continue our effects in this direc- 
tion. May we continually, wisely, and 
patiently, strive to extend and develop 
this spirit of cooperation until we shall 
have reached the ideal toward which we 
are striving. 


HROUGH the efforts of our ever alert 

secretary, and the generous coopera- 
tion of the Association of Life Insurance 
Presidents, the Convention has been able 
during the year to supply members with 
cards covering statutory requirements, and 
departmental rulings affecting them, in all 
the states and the District of Columbia. 
These cards will be kept up-to-date from 
now on by the secretary’s office and should 
prove of immense value té all the com- 
panies. Our thanks are especially due 
the Association of Life Insurance Presi- 
dents for the assistance whieh»made this 
additional service of the.Converition pos- 
sible without great expense. 

The committee on valuation of this 
Convention, in conjunction with the com- 
mittee representing eastern companies, has 
continued its efforts during the year, 
having appeared before the committee 
appointed by the Massachusetts General 
Assembly to consider and report on the 
pending measure to its next session, and 
also before the Superintendent of Insur- 
ance of New York. As you have hitherto 
been advised, our efforts have resulted in 
unanimous agreement among the leading 
companies in support of the modified 
Preliminary Term method of valuation, 
and it is not a vain hope to expect ulti- 
mately to have national recognition of 
this sound and practical method of valua- 
tion. 


A> the volume of a company’s busi- 
ness grows, the problems of office 
management grow both in number and 
importance. Yet these are not such prob- 
lems as should find a place upon the pro- 
gram of this annual meeting. They 
largely concern the junior officials of our 
companies. There is now no medium for 
personal contact and interchange of ideas 
between those chiefly concerned with the 
details of office management. That com- 
panies are appreciating the importance of 
many of these problems is indicated by 
the questionnaires we are often called 
upon to answer, and by exchanges of 
visits for the purpose of studying office 
methods. 

Ours is a highly technical business, and 
a practical understanding of its funda- 
mental principles is essential to its most 
intelligent conduct in’ all departments. 


The variety of problems presented in life 
insurance office management and the vast 
(CONTINUED ON PAGE 49) 





Second Day’s Proceedings 


AWRENCE M. CATHLES, vice- 
president and actuary of the South- 
land Life of Dallas, was the first 
speaker at Thursday morning’s session. 
President Taylor in introducing him 
said he came from Scotland, the land 
of actuaries, where there is an actuaries 
union and which controls the United 
States actuary. Mr. Cathles has ac- 
complished much for the American 
Life Convention companies by his con- 
structive work. e 
Mr. Cathles spoke on the function 
of the actuary. Mr. Cathles said that 
ultimately companies will have to 
change their premium rates. In the 
younger ages a small decrease may be 
allowed but in the higher ages there 
should be an increase. Mr. Cathles 
criticized companies that are making 
contracts with banks by issuing decreas- 
ing term policies in connection with 
savings deposits. Some banks are using 
higher priced policies but are charging 
depositors less for the insurance than 
the companies themselves, thus under- 
mining the business. Mr. Cathles is 
opposed to these banking connections 
as dangerous. 


RTHUR HUNTER, the distin- 

guished actuary of the New York 
Life, spoke on the treatment of total 
permanent disability claims. It was a 
remarkable address by a master. It 
was illuminating and inspiring. Mr. 
Hunter showed that much tolerance 
must be used in handling these claims. 
No hard and fast rule can be used. 
Each one requires individual treatment. 
The New York Life endeavors to work 
on its claims with sympathetic inter- 
est. It wants its experts with their 
information to put themselves in the 
place of the claimant and see his view- 
point. At the close of his rather inti- 
mate talk he received a real ovation. 
Mr. Hunter has an ease and charm of 
manner that enhances his presentation 
of a case. 


R. HENRY WIREAN COOK, 

medical director of the North- 
western National, reported for the uni- 
form blank committees. Last March 
the medical section adopted the uniform 
medical blank and now recommends a 
uniform examiner’s blank. These blanks 
are not obligatory; they can be used 
in whole or in part or not at all. The 
forthcoming meeting of the Medical Di- 
rectors’ Association in New York will 
discuss uniform blanks. : 

Henry Moir of the Home Life spoke 
for the Life Presidents Association. 
He said that this association and the 
American Life Convention were both 
born out of the travail and dissatisfac- 
tion of the Armstrong period. Both 
organizations aim at education. First 
their own members had to be educated. 
The newer companies have to watch 
their surplus in connection with new 
business. Many of the older compan- 
ies were opposed to the preliminary 
term method but now see its value. 
They recognize there should be facili- 
ties for starting new companies in such 
states as Massachusetts and New York. 

Secondly, Mr. Moir said the legis- 
lators and government officials need 
education. The line of publicity 
brought out in the Untermeyer investi- 
gation in New York is unsettling. Pre- 
miums and losses were given as show- 
ing the vast profits in insurance dis- 
playing a real ignorance of the facts. _ 

A letter was read from Vice-Presi- 
dent D. F. Appel of the New England 
utual, a member of the Presidents Asso- 
ciation’s committee who lived in Indian- 
apolis for 15 years before he went to 
Boston but who could not be present. 

C. I. D. Moore, vice-president of the 
Pacific Mutual, the third member of the 
Presidents’ committee spoke. He 
thinks the insurance people have given 
too much time to educating the insur- 
ance fraternity and too little to the 
public. There is no well formulated 
educational plan. Life insurance, a 





vast business, he said is very poorly 
advertised. Some definite campaign, 
he asserted, should be worked out, to 
acquaint the people more fully as to 
life insurance. He urged the American 
Life Convention to hold one of its early 
forthcoming meetings in Los Angeles 
or San Francisco, 


B. REYNOLDS, president of the 

* Kansas City Life, introduced bY 
President Taylor as the grandfather of 
the organization, is one of the founders 
of the American Life Convention, one 
of its stalwarts, a man of great in- 
fluence in the association. is topic 
was “Policy Loans.” He advised all 
to make an analysis of their policy 
loans. He said not a policy loan on 
the books 10 years ago is in the files 
today in the Kansas City Life. On 
the business of five years ago 17% 
percent of the loans are still carried. 
Panics, he said, constitute a prolific 
cause of lapses. He reviewed the six 
years experience of his company 1910- 
15. Of all the loans made during that 
time 13 percent is still in the files, 5 
percent were on matured policies, 11 
percent were on deaths, 36 percent 
lapsed and 35 percent repaid. Mr. Rey- 
nolds said that companies had gone too 
far in comparing life premiums to bank 
deposits. Agents have been selling 
policy loans rather than policy forms. 

Mr. Reynolds paid his respects to 
Charles Jerome Edwards who spoke 
Wednesday and said that when a loan 
is made the premium should be reduced 
to pay for the net amount of insurance 
in force. Mr. Reynolds declares that 
such propaganda is most ill-advised and 
statements of this kind are liable to be 
misunderstood. He stated that if a 
policy loan is granted and is not re- 
paid or if the premium is automatically 
adjusted, a policyholder can not get 
new insurance on as favorable terms. 

H. B. Arnold of Columbus, O., vice- 
president and couusel of the Midland 
Mutual, took charge of the round-table 
discussions Thursday afternoon when 
five topics were assigned. 

Henry F. Tyrrell of Milwaukee, legis- 
lative counsel of the Northwestern Mu- 
tual, a man widely known not only 
to life men, but legislators, commis- 
sioners and other public officials, spoke 
on Relations Between Companies and 
Public Officials. Some speakers had 
asked the newspaper men not to quote 
them if they departed from their manu- 
script. Mr. Tyrrell facetiously remarked 
that he wanted the press to record 
everything he interpolated in his written 
address. 


HARLES H. BECKETT, of In- 
dianapolis, actuary of the State 
Life, read a comprehensive address on 
“Under-Average Lives.” Mr. Beckett 
is one of the most able of the western 
actuaries having served as president of 
the American Institute of Actuaries. He 
had a subject in which companies are 
deeply interested. Several have become 
much more liberal in their acceptance 
of risks. Some have entered the sub- 
standard field. It is a live topic. 

George Graham of the Central States 
Life of St. Louis said that the issuance 
of sub-standard policies means a larger 
agency service. The overhead expense 
is cut down. The service holds agents 
who might become dissatisfied. There 
may be a tendency to place border line 
cases in the Sub-standard class where 
they might well be classed as standard, 
according to agents. 

Some agents object to cutting down 
the commission on the excess premium. 
It is much safer to travel over the well 
charted route of standard lives. There 
is much yet to find out about under- 
average lives. The insuring of these 
lives calls undoubtedly for more study 
and care than ordinary cases. In ac- 
cepting under-average brokerage a com- 
pany exposes itself to danger, as it may 
have been peddled around. A company 
writing this class needs a well-posted 





actuarial and medical department to 
handle these cases. Reinsurance facili. 
ties for substandard lines are numer- 
ous and these companies undoubtedly 
will earn a profit on the class. 


W. RANDALL, president of the 

* Minnesota Mutual, said his com- 
pany writes the class. There is a real 
demand for this service and it should 
be met. Those requiririg it naturally 
will have to pay the price. The subject 
needs to be given careful study before 
it is taken up. The service should be 
placed on a safe and sound basis. 

Henry Moir of the Home Life ex- 
pressed his great’ surprise that some 
western companies are taking substand- 
ard risks and reinsuring all. They 
should take 50 percent at least for them- 
selves. The greatest objection to the 
class comes from the medical director 
who hoids that enough business cannot 
be gotten to secure an average. Yet 
all cases of minor impairments can be 
put in a class and an average can be 
secured. When it comes to classes like 
giants or dwarfs, for example, where 
there is no experience, some chance has 
to be taken and as proper rating as’ pos- 
sible should be given. The underwrit- 
ing of these risks requires more study 
and intelligence than in case of stand- 
ard lines. There should be hearty co- 
operation between the actuarial and 
medical departments. There are always 
some risks that should be rejected: first 
those that are positively bad; second 
those of immoral habits; third those of 
: ees class; fourth the untruth- 
ul. 

President A. H. Rodes of the Two 
Republics Life believes that the class 
can be written at a profit. There must 
be sufficient premium charged. Too 
large acquisition cost must be avoided. 
Adequate rates must be provided. These, 
lines come from those who passed an’ 
examination expecting to secure a 
standard policy instead of those chonic' 
ally seeking insurance. Substandard: 
business is much more persistent. j 

Arthur Watt, secretary of the Sec 
ity Life & Trust, said some other offi 
than the actuary and medical direc 
should be made responsible for this 
partment. 










N. BAGLEY of Hartford, assi 

* ant actuary of the Travelers, 

very alert young man, read a valua 

paper on double indemnity. It sho 
much résearch. 

O. J. Arnold ef the Illinois Life 
that in almost all double benefit clau 
the provision is made that double im) 
demnity ceases if the disability clause 
comes into play and benefits are paid. 
One large New England company af: 
nounces that its double indemnity clause 
will continue even if total disability 
benefits are being paid. Mr. Arnold 
said that many attorneys hold that a 
life insurance contract is such in all its 
provisions and that every provision 
plying to the life insurance part applits 
equally as well to double indemnity af 
disability benefits. Any ae a 
these other provisions, they argue, 
not continue beyond the contestab 
period. To avoid these complications 
some companies use a life contract an 
a separate accident and health policy. 
At the last session of the Illinois legis 
lature the incontestable clause in 
standard provisions act was amended 
exclude double indemnity and total ding 
ability from its provisions. Mr. Arnold 
believes that insurance men should s¢e) 
to it that similar action be taken im 
ether states. 

The Insurance Commissioners Con- 
vention has appointed a committee te 
draft a model incontestable clause HF 
be passed in all states. Mr. Arnol 
suggested that a committee be 4; 
pointed to confer with the commissiom 
ers committee, especially with regard f@ 
the points he raised. 


C. I. D. Moore, vice-president of the 
Pacific Mutual, was attending his firet* 
meeting of the Amercan Life Convert 
tion. 
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Relations With Public Offi cials 


By HENRY F. TYRRELL 


LL relations as are here under ob- 
A servation will be considered as 

limited to two kinds only—social and 
business. These two are so interde- 
pendent and yet, withal, so independent 
as to be interesting. 

The social relations between a com- 
pany representative and a public offi- 
cial may be the most cordial and pleas- 
ant, and yet the business relations may 
be strained and unsatisfactory. Con- 
trariwise, the business relations may be 
perfectly agreeable and the social, non- 
existent. Social relationships never 
should influence the discharge of public 
duty. 


UTUAL responsibilities in life in- 

surance and in the judiciary are 
strikingly similar. Officers of life com- 
panies are lawyers, so to speak, for a 
vast clientage of policyholders, while 
state officials are judges of facts and 
law, frequently having full power to 
hear, try and determine. The lawyer, the 
representative of life insurance and the 
public official each has the same respon- 
sibility and obligation to do exact jus- 
tice to his respective trust. There is 
one important distinction, however, be- 
tween a public official having super- 





HENRY F. TYRRELL, Milwaukee 


Legislative Counsel, Northwestern Mu- 


tual Life 


vision and control of life insurance and 
a judge in a general court of law. The 
judge on the bench must begin and 
continue his hearings with Solomonic 
impartiality, while the other public offi- 
cial is perfectly justified primarily in 
siding with one of the parties. It makes 
little difference whether or not that 
Party is proponent or opponent, plain- 
tiff or defendant, so long as it repre- 
sents the best interests of policyholders. 

That public official who is not con- 
cerned fully as much about the true and 
Proper interests of policyholders as are 
company representatives, is not really a 
= official—he is merely an office 

er, 


[% THEIR social relations with public 
Officials, representatives of com- 
panies have the initial presumption of a 
friendly inclination, but this does not 
guarantee, nor even imply, that this will 
merge into a friendly business rela- 
tion. When pleasant social relations 
exist, however, they have the advantage 
of paving the way, probably, for a more 
expeditious dispatch of business, with 
Wust the possibility of a little kindlier 
Consideration, but no company repre- 
sentative with discretion would think 
or a moment of trying to use his social 


status as the foundation for an official 
mandate, 


But because social relations inevitably 
do result when men habitually meet 
and talk, and because those relations do 
have a perfectly legitimate and sup- 
portable connection with business. re- 
lations, it is permissible, if it is not 
indeed, advisable, to know something 
of the technique of meeting men. 


HERE is a good deal of arrant non- 
sense, anyway, about the rules of 
scientific salemanship and of successful 
psychology, so let us proceed on the 
theory that public officials are just com- 
mon, ordinary human beings, capable 
of liking and disliking, “even as you 
and I,” and that no other or different 
methods are necessary to meet them 
than are necessary to meet the super- 
intendent of a Presbyterian Sunday 
school or the keeper of a country 
tavern, ’ 
In meeting all men with whom one 
has reason to believe that he is likely 
to have social and business relations 
there are a few fundamental requisites, 
but time will be taken to consider only 
one or two of the most essential. Stand- 
ing foremost, is the necessary ability 
to size up your man and to govern 
yourself accordingly. This is the big- 
gest and strongest factor in the forming 
of successful and satisfactory relation- 
ships, without doubt. 
The successful meeter of men is an 
opportunist, in that he gives and re- 


address, studied effort, nor set rules— 
it is conceived in the heart. 

This thought merges naturally into 
an incidental one which should be rec- 
ognized and remembered. It is most 
important, after kindly social relations 
once have been established, that they 
be preserved and nourished as a very 
precious possession. It does not do to 
neglect them nor to give them rein only 
when something of a business nature 
impends. The fact is that one makes 
his best impressions and more thor- 
oughly strengthens his relations when 
he does not want anything. 


O MUCH for the personal relations. 

When it comes to considering the 
business relations between company 
representatives and public officials, the 
entire scene shifts. Social relations 
with public officials are personal priv- 
ileges; business relations are repre- 
sentative functions. 

Life insurance officials have a perfect 
right to seek gratification of selfish 
desires along legitimate lines from pub- 
lic officials, but they properly cannot 
invite consideration of business prob- 
lems except along the broad lines of 
public policy. No representative of a 
life insurance company has a right to 
ask a business favor of any public offi- 
cial either for himself or for his com- 
pany, neither is he privileged to request 
anything which does not accord with 





Harry Franklin Tyrrell, legislative counsel at the home office of the 
Northwestern Mutual Life, has a wide acquaintance among public officials. 
It is Mr. Tyrrell’s special business to deal with insurance departments and 


legislatures. He is a master hand at the subject. 


His observations, there- 


fore, on the topic assigned are most interesting and convincing. 





ceives with keen and diplomatic dis- 
crimination, never offending but fre- 
quently entertaing; often offering a 
timely and gracious suggestion, dis- 
creetly; never overstepping the bounds 
of propriety; only discussing business 
when invited to do so and gracefully 
retiring when his good sense tells him 
that course is timely. 


HE saddest male specimen in all 
Christendom is the unconscious 
genius who knows neither time, place 
nor occasion; who merrily stalks where 
discretion hesitates; who gaily obtrudes 
his personal business upon men fed up 
with official problems at times which a 
child would realize were inopportune; 
who is about as interesting as a bearded 
lady and as tiresome as an old maid; 
who tries to be a good fellow, but turns 
out to be a beastly bore—the most 
dreaded and horrible of all human dis- 
asters. 

Boiled down to a tincture, the genius 
who has the art of approach is he who 
always,—at all times and in all circum- 
stances—“sizes up his man” and “talks 
the language of the tribe.” This re- 
quires neither knowledge of salesman- 
ship nor insight inte psychology—it is 
a gift! 

No man has good excuse to meet 
another man with whom he expects to 
have social and business relations if he 
cannot impress upon the person met, 
the thought that he is genuine and 
worthy of confidence, for otherwise he 
not only harms himself, but he weakens 
the case for a more deserving man and 
the great institution he represents. This 
involves personality. ; 

No man whose duties require him to 
use persuasion with other men can be 
successful without recognized ‘person- 
ality and that proceeds not necessarily 
from outward appearance, suavity of 


the general welfare of the institution of 
life insurance. He must seek construc- 
tive results, not personal advantages. 
He must have for his first consideration 
always, the paramount interests of this 
splendid solidarity which, in the final 
analysis, makes ne perty distinctions 
of kind, classification or character, but 
which stands four-square for the pro- 
tection of the rights of policyholders, 
be they of companies which are mutual, 
stock or mixed. And by the side of 
the good company representative will 
be found standing, with both feet upon 
the ground, the good public official. 


NE ought to have no hesitancy 

whatever in going before a public 
official with a supportable institutional 
problem. Besides being equally inter- 
ested in its proper solution, the public 
official has the further incentive to make 
good with his constituency and any 
public official who really does make 
good, invariably is one who meets com- 
pany officers courteously, listens to their 
pleas intently and determines his own 
course honestly. Such a public official 
always prefers to build up, rather than 
to tear down, and that ought to be the 
common spirit. 

The public official whose judgments, 
rulings and decisions have weight and 
strength and which will stand the test 
of legal review, if necessary, always 
listens courteously and with interest to 
company representatives who come to 
him with clean hands and prepared to 
sustain their contentions with facts and 
figures. The public official who ex- 
hibits impatience at company officers 
who thus appear, or who is discour- 
teous, over-dignified or officious, is a 
petty office holder whose mandates 
neither create a ripple on the insurance 
waters nor require the very serious con- 
sideration of the courts of law. He is 





like a minnow in a school of whales! 
The legislator who is afraid of a 
“lobbyist,” by that same sign writes 
himself down as scared of himself. The 
insurance commissioner who does not 
listen to the company representative 
who comes before him with a legitimate 
and supportable proposal, on which he 
is duly prepared and which he can prop- 
erly present, is of the same general 
type, but perfect candor and simple 
justice demand the explanation that just 
at this time there “aint no such animal.” 
This remark is not baldly dragged 
into this paper nor is it made with any 
other than the perfectly proper intent 
to give credit where credit is due. It 
emanates from personal knowledge and 
proceeds from grateful appreciation of 
the splendid services which the mem- 
bers of the National Convention of In- 
surance Commissioners have been justi- 
fied in rendering the institution of life 
insurance. By their example as public 
officials, they have imposed upon rep- 
resentatives of companies the grave but 
proper responsibility of meriting their 
continued consideration and approval. 


EVER try to “put over” anything 
of a business nature on a public 





FRANK P. MANLY, Indianapolis 
President, Indianapolis Life 


official. It may be that by subterfuge 
or the use of cunning methods, one 
occasionally may win a point, but the 
advantage is ephemeral, generally, and 
disastrous, always. It reacts discredit 
upon the company and its representa- 
tives and tends to break down con- 
fidence. It is bad business. 

Blue sky is just exactly as transpar- 
ent to the public official as it is to you. 
He recognizes it if you try to disguise 
it, just as you recognize it when the 
vendor tries to sell it to you. The pub- 
lic official, for special and friendly rea- 
sons, may not care to tell you as bluntly 
or as quickly that he recognizes the 
false article as you do the man who tries 
to deceive you, but in the privacy of his 
chambers he files away the incident and 
he cannot be blamed very much if he 
resents a palpable assault upon his in- 
telligence, to say nothing of the in- 
excusable attempt to “put something 
over” on him. 

If only one company and its repre- 
sentatives were involved, the conse- 
quences would not be so bad, but it is 
conceivable that the whole institution 
might seriously, if not irreparably, be 
harmed by such a proceeding. 


SPECIFIC instance may be cited 
to illustrate the danger of such an 
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occurrence. A certain interest main- 
tains a national organization with con- 
stituent members in some of the states. 
It once had a favor to ask of an Insur- 
ance Commissioner, so it sent a com- 
mittee of three to see him, which com- 
mittee consisted of two prominent local 
members of the association and a per- 
sonal chum. Not one of the committee 
ever before had taken an active or open 
interest in behalf of the association and 
the moment its members entered his 
office the Commissioner smiled at rec- 
ognition of the fact that this committee 
had been deliberately hand-picked for 
the occasion. What an asinine thing 
that was to do! The interest was pen- 
alized before it ever got away from the 
tee! 

The commissioner listened patiently 
and with simulated interest to their 
proposal, however, and later began to 


lay plans in his mind for granting their 
petition, but when he called for facts 
and figures with which to justify him- 
self and upon which to base a support- 
able ruling, the hand-picked committee 
failed to respond. They were totally 
unprepared to do the-only reasonable 
and proper thing to do, give the com- 
missioner so much evidence that he 
could not deny their request—and, of 
course, they failed ignominously. They 
thought that local prominence combined 
with personal friendship would procure 
and justify a personal favor and they 
were deservedly disappointed—if not 
astonished—when that commissioner 
properly ruled against them. 


E HAVE here touched upon the 
crux of this whole question. Pub- 
lic officials who are concerned with the 
regulation, supervision and control of 
life insurance are in a position analagous 


Loans on Life 


By J. B. REYNOLDS 


RACTICALLY from the _ begin- 
Pring of business by the participat- 

ing companies one-half of the pre- 
mium was accepted in the form of a 
note, which note was a lien against the 
policy. The dividends declared each 
year were applied as a credit on such 
notes and no fixed or given time was 
required of the insured to pay same. 
This practice was begun as early as 
1844 or 1845 and apparently continued 
in vogue until the early 70’s at which 
time a system was inaugurated whereby 
the balance of the notes carried from 
year to year was consolidated into one 
loan. It appears that this was the 
practice of a majority of the companies 














J. B, REYNOLDS, Kansas City, Mo. 
President, Kansas City Life 


until the early 80’s when one of the 
leading companies provided in its pol- 
icy a plan for policy loan whereby about 
50 percent of the reserve was loaned 
to the policyholder provided the policy 
was assigned. This plan was taken up 
by a considerable number of compa- 
mes and continued to be the policy loan 
practice until about 1892 or 1893 at 
which time provision for policy loans 
found its way generally into life insur- 
ance policies, and salesmen in the field 
were quick to grasp at 
points, the companies being willing that 
such points be used. Therefore, it was 
not long until policy loans and sur- 
render values were strongly empha- 
sized. In fact, there was apparent com- 
petition between companies not only 
“4s to amount which could be obtained, 
but also as to the attractive way in 
which these features could be pre- 
sented and made a part of the policy. 
These conditions continued, and in the 
change which was brought about dur- 
ing the decade betwen 1900 and 1910 
loan values were made compulsory and 


the selling” 





became a part of the standard provi- 
sions of life insurance policies. In 
viewing the brief history of policy loans 
we find that the companies have taken 
the initiative in the matter. However, 
it remained for the financial depression 
of 1920 and 1921 to give us a practical 
lesson of what the provision really 
means. 


Y REFERENCE to the Insurance 

Year Book of 1890 we find that the 
pcrcentage of policy loans and premium 
notes to the total reserves was ap- 
proximately 3.84 percent while for the 
year 1915 the ratio was approximately 
19.17 percent. It is considerably more 
at this time and is undoubtedly increas- 
ing. At the present rate of increase it 
will not be long until the percentage 
of loans to reserve reaches an exceed- 
ingly undue proportion. However, we 


to that of judges in courts of law. Their 
decisions are matters of public record 
and of public concern. They must be 
based upon grounds which clearly jus- 
tify them. Social relations and friend- 
ships do not meet the requirements. If 
any one of you asks a public official for 
a ruling or decision in your favor, you 
must have facts to justify that request. 
If you have no such facts, in the name 
of common sense and in protection of 
the institution which gives you bread 
and butter, please do not ask it. If 
you have the facts, or if you know 
where they can be obtained, get them 
and put them fairly and squarely before 
the official. Do exactly as you would, 
were you presenting your case to a 
court of law. Make the foundation to 
your petition so strong that the public 
official can do nothing but justify a 
decision in your favor. Mass your facts 
and figures and present them so con- 


nsurance 


N VIEW of the situation it is up to 

the management of the companies 
to handle the proposition on a strictly 
business basis eliminating competitive 
ideas and proceeding along educational 
lines with the thought that the reserve 
fund accumulated is a sacred trust for 
the protection of policyholders as a 
whole and is not in the nature of a 
bank deposit accumulating against each 
individual policy and entered thereon 
the same as a passbook in a bank. Our 
practice is largely responsible for lead- 
ing the policyholder to the conclusion 
that the reserve is a part of his indi- 
vidual deposit and that he is entitled 
to use it whenever he sees fit. In many 
cases the policyholder feels he is bor- 
rowing his own money on which we 
are charging him interest, and, with 
this feeling, he will undoubtedly con- 
tinue to borrow the very limit, often 
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J. B. Reynolds, president of the Kansas City Life, is one of the best- 
known western company officials. He was formerly connected with the Mis- 


souri insurance department. Mr. Reynolds has the faculty of penetrating into 
the internals of every phase of life company management. The subject of 
policy loans is one that is engrossing the minds of company officials and is 


deserving of careful study. 
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are not pessimistic, believing that this 
percentage will show a decline with the 
return of normal conditions. A very 
interesting compilation could have been 
made had we assembled the experiences 
of all companies on the question of 
policy loans during the period covered 
by the past 12 months. The results of 
a test method show the amount of pol- 
icy loans increased approximately 40 
percent during the past 12 months; in 
some of the newer companies the in- 
crease was greater, while in the older 
companies it was less. 


OWEVER, it seems to be the gen- 

eral belief that the situation de- 
veloped during the financial depression 
is not altogether without benefit, for 
no doubt it has impressed upon the 
minds of the public the fact of the se- 
curity behind a life insurance policy. 
The contract can be relied upon at all 
times and under all circumstances. 
Bonds and stocks might tumble, banks 
be without funds with which to make 
legitimate business loans and all kinds 
of investment securities at a discount, 
yet the proceeds of a life insurance 
policy, whether in the nature of a death 
claim or for loan value, amount to one 
hundred cents on the dollar and no de- 
fault has been made. No “Closed” or 
“Suspended” signs placed on our front 
doors. All demands met at a rate of 
interest from 2 to 4 percent less than 
the recognized commercial rate. In 
this way it has gained favor. 








expressing the opinion that he has been 
Gealt with unfairly. In the educational 
idea heretofore suggested, we must be- 
gin in our home offices, but particu- 
larly with our sales forces, and instruct 
them to sell life insurance and not pol- 
icy loans. The idea has been advanced 
that we can discourage policy loans by 
reducing our loan values. In this I do 
not altogether agree for the reason 
that in times like those through which 
we have just passed, the stringency is 
such that the borrower will take any 
amount the company has contracted to 
loan. Neither does the interest rate 
materially affect the amount of loans, 
though it is likely if the rate were lower 
the borrowing would be heavier. In 
normal times we should unquestionably 
discourage borrowing on policies, and 
no doubt the rate of interest fixed in 
the policy should be higher than the 
average commercial rate of interest in 
normal times—in my opinion it should 
be the rate in use in times of normal 
stringency. 


HE important problem in connec- 

tion with policy loans is the hazard 
to which the business is exposed for 
lapse and surrender, the most critical 
period being the due date of the first 
premium after the loan has been made. 
Our observation as well as our infor- 
imation upon making inquiries is that 
the high percentage of lapse and dis- 
continuance on policies on which loans 
have been made is the first premium 








clusively that he will stultify himself 
if he decides against you. 

If you cannot qualify under these re 
quirements, remain gloriously discreet 
and “ingloriously mute.” 


M* personal experience prompts, 
and amply justifies, the frank 
statement that public officials do not 
lack courage; that selfish hopes do not 
outweigh solid facts with them; that 
honesty of purpose, self respect and 
regard for logic of position are just as 
dear to them as they are to our judges 
in courts of law. Help them to justify 
your contentions by making it impos- 
sible to deny them. 

There really is nothing technical, 
complex nor unusual in the problem 
of maintaining pleasant and satisfactory 
relations with public officials. All one 
has to do is everlastingly to stand for 
the right—and then “come clean.” 


Policies 


due after the policyholder has secured 
the loan value of the policy. In a 
measure, the collection of the first pre- 
mium after making the loan is like the 
collection of the first renewal on the 
policy, as after an equity has been ob- 
tained, the insured is not likely to dis- 
continue the payment of premiums 
Admitting that the seriousness of the 
situation is the exposure to lapse or 
surrender, then what should be our 
plen to prevent the loss of the busi- 
ness? 


DO NOT advance our ideas as being 
the best, but I submit the following 
















































CHARLES F. COFFIN, Indianapolis 
Vice-President, State Life 


plan which is used by the company 
with which I am connected: 

Shortly after making the policy loan 
—or, at least 60 days before it is due— 
we write a letter to the policyholder 
emphasizing the advantages and bene- 
fits of having a policy on which there 
is a loan value, suggesting that prob- 
zbly he could have borrowed money 
elsewhere, but certainly not at the rate 
of interest at which we made the loan. 
With these ideas firmly fixed in his 
mind we try to impress upon him the 
importance of taking care of this loan 
the same as any other note he would 
sign. As a borrower he will readily 
understand that he could hardly ex- 
pect to borrow from his neighbor or 
bank the second time if he did not pay 
his first note; and further showing him 
the advantages of continuing his policy 
in force by payment of premium, which 
operates as a twofold benefit to him, 
v:z., insurance protection and increas 
ing the borrowing value of his policy 
now already in its nonforfeiture stage. 
It is true we may have, in a way, sug- 
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. The Standards 
of the Standard 


Living up to standards is what makes a man or an institution 
worth while. But the standards of today are not the standards 
of the past, especially in life insurance. The new standards 
as set by the Standard Life mean full service to policyholders 
in full standard policies covering latest modern needs, full 
justice to agents in absolutely fair, liberal and advanced con- 
tracts, absolute financial protection under standard reserves, and 
modern standards of prompt and efficient home office service. 





mpany 





*y loan 


ele Standard Life Insurance Is the Life Insurance Standard 


h there 
t prob- 
money 
he rate 


LE STANDARD LIFE INSURANCE COMPANY 


lis loan 
ould ° . 
real Decatur, Illinois 
bor or i J. R. PAISLEY, President W. D. LIPE, Agency Director 
not pay 
ng him 


s policy § 
i, which 
to him, 
increas- 
3 policy 
e stage. 


ay, sug- 
























































































14 


THE NATIONAL 











UNDERWRITER 


October 7, 1921 





gested that he can do the same thing 
in the future, i. ¢., borrow on his pol- 
icy; but we are perfectly willing to 
make the suggestion if thereby we can 
induce him to pay the present loan. 


ECONDLY, when a loan is deducted 

from a death claim payment, we 
mail a printed statement of this fact 
to policyholders who are carrying pol- 
icy loans, giving them to understand 
that it does not affect the payment of 
death claims, but is a deduction, taking 
therefrom something the insured has 
used during his life time. I firmly be- 
lieve this last method makes more of 
an impression on the borrower than 
we probably realize. Third, when the 
loan is due we try to secure at least 


a partial payment, even though the 
amount be small. 

We must all admit that a man who 
bas carried a policy a sufficient length 
of time to have a loan value, for him 
to lapse or surrender such a policy is 
an injustice to himself—it is unfair and 
he can never again replace the insur- 
ance on exactly the same basis. 


ITH the vast amount of policy loans 

that has come to all of us during 
the past year there has been presented 
a new problem, one worthy of our best 
thought and one that certainly should 
receive our careful attention. While it 
is largely up to each of us individually 
to handle our own particular policy 
loan question, yet I cannot refrain at 


this time from making the suggestion 
that every one of us should at all times 
through home office organizations and 
agency forces be prepared to unequiv- 
ocally see that the man who has a 
policy on which he has a policy loan, 
pays it—buy new insurance if he can 
afford to do so, but keep the old policy 
in force and pay the loan. This can 
be done by an educational program 
through correspondence from home of- 
fices but more successfully by the per- 
sonal work of the salesman in the field. 


UMMING up the situation, there is 

no doubt in my mind but that: 

(1) Loan values are here to stay. 

(2) We must make them on a fair 
business basis. 


Reciprocal and Retaliator 


By FRANCIS V. KEESLING 


that reciprocal and retaliatory laws 

grow out of the desire for pro- 
motion of uniformity and enforcement 
of reasonable regulation. Viewed from 
a practical standpoint they are quite 
likely to continue so long as the present 
dual system of government, it may be 
called, will continue. 

The ordinary conception of a re- 
taliatory law is of one which imposes 
on insurance companies from another 
State the requirement of making de- 
posits for like purposes, and to pay 
taxes, fines, penalties, license fees, etc., 
in an amount equal to the amount of 
such charges imposed, or,that might be 
imposed, by the laws of such other 
State upon companies of the state 
enacting the retaliatory or so-called re- 
ciprocal law. 


[J ‘that recipe analysis will disclose 














FRANCIS V. KEESLING, San Francisco 
Vice-President and Counsel, West Coast 
Life 


There are other statutes much more 
‘comprehensive. These include imposi- 
tion of reciprocal “obligations” and 
“prohibitions.” 


WE Americans are characterized by 
a well developed habit of dtganiz- 
ing for the attainment of many objects. 
It is so marked that it has attracted the 
attention of foreign onlookers. I be- 
lieve this habit has been the natural 
product of powers delegated to the 
United States and rights reserved to 
the several States. Organization has 
been necessary to harmonize if possible 
the laws governing business. Re- 
ciprocal and retaliatory legislation are 
but manifestations of the same desire. 
Our friends who favor federal control 
weuld probably point to this as a justi- 
fication of their position. In my opin- 
ion there are many unanswerable argu- 
ments outweighing this, if it can be 
used in favor of federal regulation. 
Competition for insurance can only 
have a beneficial effect in any state, 


though the home company may suf- 
fer; this on account of economic sav- 
ing. Competition for life insurance 
should not, owing to its limitations, be 
particularly feared. There are many 
uninsured. Education is required to 
insure, and competition educates. The 
home field might be so valuable as to 
tempt obstructive legislation and reg- 
ulation, but, generally, the older com- 
panies have been the beneficiaries of 
ebstructive leg’slation, but merely be- 
cause of the righteous desire to protect 
those desiring insurance from unstable 
insurers. That has made the ‘way of 
the new company rough at times. Even 
today there are Commissioners that 
frown on companies that are no longer 
new but well established though small 
it. comparison with the giants. These 
men lack a sense of proportion which 
might be valuable. Fortunately, how- 
ever, they are very few. 


HE earnest effort to attain uni- 
formity in taxes seems to be as suc- 


that they were intended to be reciprocal 
in character, “a little reflection will, we 
think, show that it is not of this nature, 
but, on the other hand, retaliatory, and 
should, therefore, be strictly construed.” 

(State vs. Fidelity & Casualty, 49 
Ohio State, 440, 31 Northeastern 658.) 
Technically this may be so, but it 
would seem that, so far as taxes are 
concerned, no company should be heard 
to complain, if, in seeking to do busi- 
tiess in another state, it should be com- 
pelled to pay taxes at the same rate as 
it must pay at home. Surely if it can 
pay the rate fixed by the home state, 
it can not justly complain of the same 
rate fixed by other states within which 
it may be doing business. 


HE retaliatory character of such 
legislation is probably best illus- 
trated in a case where a retaliatory law 
exists and a company, with its home in 
a state which has a lower tax, is com- 
pelled to pay the higher rate fixed by 
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Francis V. Keesling of San Francisco, vice-president and general counsel 
of the West Coast Life, is a familiar figure at the meetings of the American 
Life Convention. He is one of the able members of the San Francisco bar. 
Mr. Keesling is a former chairman of the Legal Section of the American Life 
Convention. He has impressed all who have come in contact with him by his 


stability and conservative judgment. 





cessful as the effort to convince that 
insurance or thrift should not be taxed. 
Thrift is not only taxed, but unequally 
taxed. It is difficult to conceive of any 
other source of taxes. State taxation 
systems have their incidence in differing 
theories. Insurance companies are not 
taxed only because the Insurance Com- 
missioner’s office must be maintained 
and because the necessity thereof is 
brought about by the existence of in- 
surance companies, but they are taxed 
as well because of the right to do busi- 
ness. Every corporation is taxed, and 
a proportion of that tax is taken from 
every stockholder, even the smallest. 
It will be difficult to distinguish be- 
tween the thrift of that smallest stock- 
helder, or investor, and the small in- 
surer, or “saver.” This addressed to 
insurance executives may appeal as sac- 
riligious—but if you properly value the 
facts your action will be effective. 


THICALLY, the spirit of retalia- 

tion is wrong. Yet, viewing it 
from this standpoint, one must take into 
consideration degrees of retaliation. If 
a human being takes the life of another 
human being, the state retaliates, in a 
measure, by taking the life of the mur- 
derer. To define such an action on the 
part of the state as retaliation, however, 
is stretching its scope. Such seems to 
be the case with these so-called re- 
taliatory laws. It is true that the 
courts in endeavoring to determine how 
the statute should be construed have 
held that, notwithstanding the claim 
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the foreign state notwithstanding its re- 
taliatory law. This at once demon- 
strates that the law is not wholly 
reciprocal, because were it so the tax of 
the home state would prevail even 
though lower than rate fixed by the 
foreign state. The fact is, however, 
that where the retaliatory law exists 
and the local rate is higher than the 
rate of the foreign state the local rate 
will prevail. (State vs. Cont. Ins. Co. 
(Ind.), 116 Northeastern, 929; 50 Ins. 
Law Journal, 459.) 


HE New Jersey statute is more dif- 
ficult of ethical justification. The 
New Jersey commissioner is compelled, 
if he finds that the Commissioner of 
another state has unreasonably or un- 
fairly denied a license to a New Jersey 
company, to refuse all companies from 
that state authority to transact business 
in the state of New Jersey. In other 
words, New Jersey announces, “If vou 
are unreasonable, we will be unreason- 
able.” Because a New Jersey company 
has been unreasonably treated by the 
commissioner of another state, all the 
companies from that state doing busi- 
ness in New Jersey, regardless of their 
merit, must be ejected from New Jersey. 
New Jersey, of course, must expect 
similar treatment for her companies, 
where, by reason of the retaliatory pro- 
visions of the laws of other states the 
law of New Jersey becomes effective. 
PPARENTLY the eastern states 
have much more drastic laws than 
the western states. This is but natural 


(3) The rate of interest, if con- 
tracted in advance, should be higher 
than the average rate of commercial 
leans in normal times. 


And after the loan is made to the pol- 
icyholder we should— 


(1) Call his attention to the benefits 
of policy loans. 

(2) Try to prevail upon him to pay 
the next premium following the date 
of the loan. 


(3) Offer him every advantage, con- 
cession and benefit possible to repay 
the loan at maturity. And last, but by 
no means least, encourage the repay- 
ment of loans on old policies rather 
than the taking out of new insurance 


Laws 


as the companies from the eastern states 
are older. Their home states have been 
compelled to protect them against in- 
stances of over-zealous regulation else- 
where. There have been representa- 
tives from states whose number of in- 
sured were insignificant as compared 
with those of a home state whose de- 
partment could not fail to appreciate 
the responsibility and the consequent 
care that must be exercised, necessita- 
ting careful supervision under the 
circumstances, — sometimes honesty of 
purpose and at other times not, but 
masking their ignorance or their cor- 
ruption, have insisted upon a duplica- 
tion of labor and cost. Such incidents 
serve as explanation for the drastic 
character of some eastern retaliatory 
laws. 


HE commissioners themselves have 
probably done as much to remove 
these evils as has been accomplished 
by retaliatory laws. Understanding, 
leading to uniformity, will no doubt 
lead to a reasonable modification of 
laws which are as drastic as that of 
New Jersey. 
Ethically, such laws cannot be justi- 


ed. 

Theoretically, if that state of perfec- 
tion might be reached where uniformity 
will prevail by reason of an understand- 
ing of all that might be just and proper 
for the transaction of the insurance 
business, retaliatory laws might be 
unjustifiable. There should be no war; 
therefore there should be no prepared- 
ness, no physical training. The fallacy 
of the premise and conclusion is at 
once apparent. There will not be 
nearly the likelihood of war if there be 
preparedness and physical training. It 
is a condition and not a theory that 
confronts. There is a certain theoretical 
development of a battleship, but prac- 
tically it does not so work out. Allow- 
ance must be made for this. Allowance 
must be made for the “slippage” ™ 
pumps. Practical application of theory 
is essential. 


DISCUSS MERITS OF COURTS 
(CONTINUED FROM PAGE 6) 


result will be that worthy men are 

chosen for office. , 
Miles M. Dawson of New York City 
advocated long terms for judges and 
higher salaries. In New York ‘ SS 
re 1S 


judge is elected for 14 years anc hi 
paid $17,500 a year. He may get imto 


office as a politician, but his long tenure 
and the increasing sense of respons!D! 
ity tend to convert him into an ' pright 
and impartial judge. Mr. Dawson said 
that the judiciary of New York UY 
can be commended. If incompetent “ 
unfit partisans are put up they are me 
sure to be defeated. He stated on © 
ts 4 


sufficient honors and emolume: “i 
held forth, men of finer quality W' 


aspire to a judgeship. This is the of 
in England for example. The rr 
of judge is made worth while. !t ' ; 

It isa position 0 


highly prized office. ts 
great dignity and honor. It attrac 
men of the highest legal attainments. 
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Farm Mortgages 


Conclusively Shown to Be the Most Stable Investments 


In 1914 the leading life insurance companies had only $655,000,000 invested in farm 
mortgages. In 1918 their investments in farm mortgages aggregated one billion dollars. 


Today those life insurance companies have over four billion dollars of their trust 
funds invested in farm mortgages and are eagerly adding to their holdings. 





The following is taken from the sten- 
ographic report of the summing up of 
the Lockwood Committee, formed to in- 
vestigate the housing situation in New 
New York. It is the result of the 


° investigation of 1,500 erns: ° . ° 
The Lockwood Investi- || “We have overwhelmingly establishea || income producing security 
by Go ense a Lp a ~¥ from 
° ° ° er ° 
gating Committee during long teres of youre and year by year, obtainable. 
mortgage loans on real estate have 
proven the most stable, conservative 


its recent investigation, and the best income-paying investments | The individual investor 


of these institutions. 
publicly conceded loans on |! aished by tne ee ey thene tabaltea || Will do well to profit by the 
. in such detail and with such accuracy 7 . - 
real estate toconstitute the [| [haf th are net.open, fe auestion. thet || experience of these life in- 
: |} ment has been yielding, year in and | , 
most stable, conservative, || yer ‘it. about 2% higher income re. || surance companies. 


turn than investments 

other securities. The fact that about 
49% of the entire assets of the savings 
| banks of the State are thus invested 

| should be conclusive on this point.” 














The service of The F. B. Collins Investment Company, exclusive dealers in farm 
mortgages, is based on 37 years’ experience without the loss of a dollar to any investor. 


A guarantee for your fullest protection. 


The holder of surplus funds will be interested in our booklets, “Why Collins’ Farm 
Mortgages Are Safe,” “As Others See Us” and “8% Collateral Trust Bonds.” Sent 
free for the asking. 





The F. B. Collins Investment Co. 


Members Farm Mortgage Bankers Association of America 


727 Monadnock Block Home Office: 


Chicago Oklahoma City, Oklahoma 
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GARY NATIONAL LIFE 
INSURANCE COMPANY 


GARY, INDIANA 











In the Land of Big Achievements 


ARY, Indiana, is one of the best known cities 

of the country. It is a city that was definitely 
planned as the center of large and important 
industries. 


Gary is now the seat of gigantic steel plants and 
other vast enterprises. The city is nationally 
prominent because of its progressive and well 
planned school system. 


Gary is doing much to advance the cause of its 
wage earners. It is a leader in the Americaniza- 
tion movement 


WILBUR WYNANT 


President 
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a1 GARY, INDIANA 
‘ ; a TS company takes its structure, its ambition, a 
: Soaks its momentum, its spirit from the busy, stirring, 
P= pea achieving environment about it. 
" ee It, too, is doing big things in a big way. Back of 

s onl it are the big men of Northern Indiana. It has 

= ae their interest and support. 

a — The Gary National Life is alive with energy and 

vs Line determination. It seeks to conquer. It is seeking 

om tc men of real aspiration, who have the punch and ' 

ne ore go to connect with it and carry its banner. It has 

; meee attractive agency contracts that give a man the 

; 2 f opportunity to build a permanent business. 

; / For full particulars address: 

WILBUR WYNANT 
aR President 
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Actuary’s Part in Preparing Policy 


REGARD the actuary as one who 

by special study and training has 

attained a more or less thorough 
knowledge of the theory and practice 
of life insurance so fitting himself in 
this, the best of all ways, to handle life 
insurance affairs. 

I think that some of the confusion 
which appears to exist in the minds of 
many people regarding the exact func- 
tion of an actuary arises out of the 
fact that quite a large number of insur- 
ance men after thus qualifying them- 
selves as actuaries have graduated into 
executive positions, fulfilling financial, 
agency or general management duties, 
but retaining the title of actuary and 
being still responsible for all the techni- 
cal and scientific work of the company. 


= considering the function of an actu- 
ary in preparing policy forms I have 
restricted myself to the actuary in his 
purely technical capacity, supposing 
that he has nothing but technical work 
to do and that he is primarily respon- 
sible for no other part of the com- 
pany’s organization. As I view him in 
this discussion he is an administrative 





LAWRENCE M. CATHLES, Dallas, Tex. 
Vice-President and Actuary, Southland 
Life 


officer of the company and an expert 
adviser whose responsibility outside of 
his limited sphere of administration 
ends when his views are properly pre- 
sented to the management, 

There are several cardinal points 
which an actuary must bear in mind in 
preparing policy forms: 

1. Policies must be safe and salable. 

2. Policies must give fair value in 
protection for the premiums charged. 

3. Policies must be so written that 
they give a prospect of fair profit to 
stockholders if nonparticipating and if 
participating a fair prospect of ultimate 
low competitive net cost to  policy- 
holders. 

4. Policies should be clear—simply 
worded contracts free from ambiguity 
and not lend themselves to fraudulent 
misrepresentation. 

5. And, of course, the forms, reserve 
bases and nonforfeiture values must be 
in accordance with the appropriate in- 
surance laws, 


WHEN I say that policies must be 
safe I mean that they must not 
promise more than the company can 
afford to give and that the contract 
must be drawn so carefully that it would 
be difficult even with hostile intent to 
make the policy appear to cover risks 
which it was not the intention of the 
actuary or the company to assume. The 


BY LAWRENCE M. CATHLES 


work of the actuary in this respect 
will naturally be checked by the com- 
pany’s attorney. It will also be checked 
by the agency department for salability. 
It is here that all the difficulty comes in 
regarding the drafting of policy forms. 
The actuary and the attorney may, by 
their joint efforts, produce a policy form 
which is actuarially and legally perfect, 
but we all know that their work will be 
entirely wasted if the public will not 
buy their policy as readily as they buy 
other policies. My experience has been 
that there is seldom much argument 
between the actuary and the attorney, 
but often a great deal between the 
agency department and the actuary. 

The function of the actuary in co- 
operating with the agent to make life 
insurance policies not only safe but 
salable is, of course, to investigate the 
practicability of combinations of bene- 
fits desired, their safety from an under- 
writing point of view, and their prob- 
able cost. Not all of the suggestions 
from the agent are practicable or de- 
sirable developments of the policy con- 
tracts. It is the actuary’s function to 
sift the wheat from the chaff—the desir- 
able and practical from the undesirable 
and the impracticable. 

The agent naturally is concerned prin- 
cipally with the present. The actuary is 
trained to look into the future. Actu- 
aries have not always been right but are 
generally able to take a more judicial 
attitude and a more comprehensive view 
even if inclined by nature to be too 
conservative and too fearful of the 
future. These faults are born of the 
keenness of the actuary’s appreciation 
of his responsibility to both policy- 
holder and stockholder and of the muta- 
bility of all human affairs. He is to a 
greater extent than even the agent, the 
policyholders’ representative. 


HE actuary is naturally a student of 
_4 economics, for he must have some 
idea as to the probable rate of interest 


at which life insurance funds can be in- 
vested not only today but during the 
whole existence of the contracts which 
are being made today. It is necessary 
for the actuary to peer into the future in 
an effort to estimate how long people 
who are apparently healthy today may 
reasonably expect to live. His carefully 
prepared mortality tables enable him 
to do this with a degree of certainty 
that is positively uncanny to the lay 
mind. We know within reasonable 
limits what expenses will be incurred by 
the average life company at the present 
time, but the actuary must make up his 
mind as to what these expenses will 
be in future. We have no such certain 
guide as to future expenses, but we 
can control them if we have to far 
easier than we can control the future 
mortality or interest rates. 


E have recently seen a _ great 

change in the-rate of interest 
realizable on all first class securities. 
Within very recent years we have had 
some theories regarding the rate of 
mortality more or less upset and all of 
our ideas regarding taxes and expenses 
have had to be ghanged. The tem- 
porary increase in the rate of mortality 
owing to the influenza epidemic and the 
war will have little effect on the rate 
over a period of years, but it proved in 
some quarters a much needed reminder 
that such things were possible. It is 
interesting in this respect to note, how- 
ever, that one of the largest British 
companies estimates its war loss from 
mortality as one-fourth and its loss 
from taxes and depreciation of invest- 
ments as three-fourths of its total loss 
from four years of war. It looks like 
it is our investments we have to pro- 
tect from war hazard more than our 
policy forms. 

The same conditions which caused the 
very great increase in our administra- 
tion expenses fortunately have had for 
us a compensating influence on the rate 


Taxation Bill Is Explained 
By Secretary T. W. Blackburn 


T the meeting of the Legal Sec- 
A tion of the American Life Con- 
vention, Secretary Blackburn ex- 
plained the status of the federal tax 
bill now before the Senate. He said 
that when the 1918 bill was pending 
there was much dissatisfaction among 
company officials because of the in- 
definiteness of the measure. Premium, 
income, excess profits and capital stock 
tax were proposed. Dr. Adams of the 
Treasury department saw that the tax 
thus applying to general corporations 
would not be appropriate for life com- 
goatee. He laid his plan before Vice- 
resident E. E. Rhodes of the Mutual 
Benefit with the result that a care- 
fully laid out scheme was made. The 
American Life Convention appeared on 
the scene and suggested a flat tax of 
not to exceed 1 percent on gross pre- 
miums in lieu of all other taxes. The 
Life Presidents Association sent a dele- 
gation to Washington and opposed the 


American Life Convention plan. A 
conference ensued between the two 
interests. Mr. Rhodes had his plan 


elaborately worked out. He showed 
how it would work with all companies. 
This is the plan now set forth in the 
Senate bill. If it is adopted, it will 
probably be followed for some years 
to come. The House threw all forms 
of insurance in its tax bill under one 
cover but it was seen that the plan 
would not work with life insurance. 


The proposed tax is in lieu of all other 
taxes now imposed by the federal gov- 
ernment, 


HE plan imposes a tax of 15 per- 

cent on net income. Gross income 
comes from dividends, interest and 
rents. There are numerous deduc- 
tions allowed. Mr. Blackburn believes 
the Senate will pass a provision putting 
the 1921 tax at 10 percent and will 
allow $2,000 deduction, thus putting 
the life companies on the same basis as 
other corporations although 15 percent 
will be the figure for 1922 and there- 
after. 

Mr. Blackburn said that the new 
form of tax will be heavier than the 
old tax on life insurance issued but 
will not be as heavy as the combined 
tax. The new plan gives the govern- 
ment a chance to levy a tax. It is 
definite and there is no room for dis- 
pute. The companies can’t escape. 
The companies have a definite basis for 
taxation and the computation is simple. 
If a company sustains a loss in mor- 
tality or in any other way it still will 
have the same tax to pay as this is 
not a tax on profits. 

Mr. Blackburn said he hoped that 
this bill will clear up the question as 
to business life insurance so that it 
will not be regarded as income and 
thus be placed in the same category as 
personal insurance. 


of interest (at least for such of us as 
invest almost exclusively in real estate 
mortgages which under present values 
do not fluctuate in value). It is a nice 
question whether or not the increase in 
the rate of interest realized upon liie 
company funds will or will not in the 
end offset the material increase in our 
expenses. 

One great trouble, of course, is that 
the increase in our expenses was imme- 
diate and the increase in the interest 
rate made comparatively little difference 
to begin with, although I think it is 
quite possible that its effect will be 
more lasting. In my own company the 
indications are that office salaries are 
approximately upon ‘a basis one-third 
greater than before the war. Printing 
and stationery costs are approximately 
double and office furniture and sup- 
plies nearly twice as much as before 
the war. 


E are really in rather a strange 
position as regards premium rates 
at the present time. The law which 
was designed to require only a sufficient 
net premium, is now being formed 








T. W. BLACKBURN, Omaha, Neb. 
Secretary, American Life Convention 


to also require a substantial amount ol 
expense loading as a comparison 0 
“American Experience” net premiums 
with “American Men” net premiums 
and actual practical interest rates will 


show. The laws really fix about 90 
percent of the nonparticipating pre 
miums anyway and leave only 10 


percent for the actuary to play with. 
Perhaps that is one reason actuaries 
say participating policies are best—pat- 
ticipating premiums giving them much 
wider scope for their talents both ™ 
collecting surplus loadings and in de- 
vising attractive ways of giving it back 
to the policyholder. 

Of course the actuary’s real reason 
is the psychological effect of the proat 
sharing idea on the average purchase! 
of life insurance and the element o 
safety provided by the larger loading 
British companies whose business '§ 
largely participating have come through 
the war with all its enormous losses 
without embarrassment beyond the tem- 
porary suspension of dividends [0 
policyholders. 

I do not think it would be unreaso” 
able to assume that in the case of @ 
conservatively managed company the 


mortality rate experienced would 4? 
the new 


proximate that shown by 

“American Men” mortality table and & 
least amongst the companies W IC 
compose the American Life Conventio® 


the net rate of interest to be realize 
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would average 5 percent during the next 
ten years and at least 4 percent during 
the probable life of policies now being 
written, 


"ARING an average nonparticipating 
premium for the principal plans of 
remium ba- 
or expenses 


insurance upon a level net 
sis the technical loading 


assuming net “American Men” 4 per- 
cent and 6 percent premiums would be 
as follows: 
2 z 4 
E , 4 i 
3 <e 4 < o 5 
to bo © 
°, £ fe ie e 2 
i P aan) 
es8 Ga 3° $$ SE § 
ere 8 * | sy Ca ane ro) 
< “nh Q wo ww aay pe} 
20 15.09 1.61 6.73 5.27 22.99 3. 
35 «622.46 2.49 7.78 5.80 30.56 3. 
65 49.95 6.82 10.14 7.69 54.89 6. 


LIMINATING the disturbing influ- 

ence of the initial expense of new 
business by assuming that this is en- 
tirely met out of the first year loading 
on a modified preliminary term Illinois 
standard basis, the adjusted renewal 
expense loading corresponding with the 
above table are as follows: 


Exp. 3%% 


eb 


in this part of the policy even if there 
should be a disposition on the part of 
the executive or the agency department 
to put undue pressure on him because 
these things are also fixed within com- 
paratively narrow limits by state laws 
and competitive conditions are such that 
little profit can be realized from sur- 
render charges. 


wy ra recent years there have 
been some developments in policy 
2 z g .; 2 | 
: . 2 E E 
< < o <q. < < 
bo bo o£ wot te to 
ES Ee &3 Eo FF Ex 
me o~ wE so. o~ 
&> Ss S28 8h Ss fe 
ss sS® < Sa os ss 
7:11.19 808 42.22 3.32 10.81 7.42 
6 11.69 8.08 44.09 3.97 11.36 7.99 
9 11.68 8.38 58.64 6.43 11.38 8.27 
forms which I regard as sinister. I re- 


fer principally to the supplementing of 
savings bank deposits by decreasing 
term insurance policies and the hybrid 
savings, death and disability contracts 
of the 3 percent loan contract compan- 
ies which have sprung up in large num- 
bers in various parts of the country. I 


Plan -~——Ordinary Life——~-——20 Payment Life——.—20 Year Endowment—, 


3 ; a = a ; 
& ; ; be £ 
3 qe «(* < ic) < 
cm bo to 2 
. = Be ae 2. a 
£¢ co. 3? sr E¢ 3 
be 68h 68> 68s lCUSe CS 
<0, ae ae we 4h | 
20 165.08 132 646 4.96 22.99 1. 
85 422.40 #185 7.11 5.10 30.56 1. 
55 49.96 361 7.92 496 54.89 3. 


When the actuary is drafting a policy 
and fixing premium rates he assumes 
that in the future risks will be selected 
in approximately the same manner as 
those risks upon which his mortality 
tables are used. He assumes that when 
policies are sold they will be properly 
sold so there will be no unduly heavy 
lapse rate with its inevitable loss and 
increased expense to the company and 
he assumes that premiums collected 
will be invested at the highest rate of 
interest obtainable with safety. He also 
assumes that throughout the existence 
of the policy it will receive intelligent 
care and be finally >a1d strictly accord- 
ing to its terms and conditions. 

The actuary is generally in a position 
where he can very easily ascertain 
whether most of his assumptions are 
justified, the only question involving 
much difficulty being as to whether or 
not policies are properly sold. 


N a general way it is fairly easy to 

find indications one way or the 
other, the lapse rate on second pre- 
miums and the volume of complaints 
from policyholders being readily acces- 
sible. An investigation of the lapse rate 
on second premiums by individual 
agents and agencies sometimes gives 
illuminating results. I think it will be 
admitted that the business obtained 
from an agent showing a 50 percent 
lapse on second premiums is much less 
valuable to the company than the busi- 
ness obtained from an agent who shows 
a 10 percent lapse on second premiums. 
The waste of second yj car lapses is seri- 
ous and to make the same amount of 
profit on the first group of policies as 
on the second, the company must either 
get a larger premium or pay less in 
commissions. Legal restrictions pre- 
vent the collection of a larger premium 
even if such a thing was practicable, 
but I am not so sure that something 
cannot be done in the way of reducing 
commissions either by making more of 
the agent’s remuneration depend upon 
the collection of the second and subse- 
quent years’ premiums or by such dis- 
ciplinary or educational methods as the 
company can apply to those agents 
whose business shows a heavier lapse 
rate tham normal. 

Then there is the question of the ba- 
sis for reserve calculations and loan 
and non-forfeiture values. It is not pos- 
sible for the actuary to go far wrong 


Exp. 3%% 
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do not approve of anything which elim- 
inates the reserve feature of life insur- 
ance policies, because it seems to me 
that if such a tendency is permitted to 
go to its logical conclusion we may be 
forced back into selling only one-year 
renewable term policies practically on 
the old assessment basis which was 
found impracticable hundreds of years 
ago when legal reserve life insurance 
was adopted to save the entire business 
from destruction. The companies which 
are selling these 3 percent loan con- 
tracts are undoubtedly undermining 
regular life companies in the minds of 
the public and while it seems impossible 
that they can be permanently success- 
ful I think it would pay life companies 
to give them a little more attention than 
has been given them up to this time. 

The actuaries are in a quandary in re- 
gard to these schemes. No actuary will 
knowingly permit his special knowledge 
to be used in framing policies which are 
to be sold or handled by men whose 
character, aims and ideals do not com- 
mand his respect. 

No actuary will make or assist in the 
making of figures or statements likely 
to be used to mislead intending pur- 
chasers of life insurance or any other 
kind of contracts. On the other hand 
they realize that many of these men 
are honest in intention and if the actu- 
ary's guidance is withheld the contracts 
issued will be worse for all concerned. 
I would like to put in this class also 
what is commonly called the commer- 
cial policy, often theoretically correct 
and technically dispensable, but never- 
theless always a demoralizing influcnce 
and a practical evasion of the anti-dis- 
crimination statutes. In the fight for 
ew business the company which uses 
commercial policies is hitting below the 
belt. 

Indianapolis Hospitality 

The officials of the Indiana com- 
panies and especially the local Indian- 
apolis companies were most generous 
hosts. All the visitors were well cared 
for and many courtesies extended. An 
elaborate program was provided for the 
ladies, in charge of President C. D. 
Renick of the Indiana National. The 
Indiana Association of Legal Reserve 
Life Companies gave the banquet. The 
spirit of the life company officials who 
were the convention hosts was most 
liberal. 


Permanent Total 


Disability 


Discussed by Arthur Hunter 


RTHUR Hunter, actuary of the 

New York Life, presented a paper 

before the convention on “Treat- 
ment of Claims for Permanent Total 
Disability,” the purpose of which was 
to discuss the questions arising in con- 
nection with disability claims under 
this feature of life policies. In order 
to assist in determining what constitutes 
permanent total disability he gave the 
causes of disability in a large number 
of cases, developing the fact that con- 
sumption causes over two-fifths of the 
total claims. He also showed that 
there was considerable chance of recov- 
ery from this disease, records giving 
ene recovery to each two deaths from 
it. He dealt with the conditions under 
which disability benefits should be 
dated back and referred to the present 
liberal policy of the companies on that 
matter. 


HE most difficult question with 
which the companies have to deal 
is what constitutes permanent total dis- 
ability. Two large companies declare 
that disability that lasts over three 
months shall be counted permanent. 
Companies in general are taking a 
liberal view of the subject. , 
Three-fourths of the claims listed by 
the New York Life arise from tubercu- 
losis, insanity, paresis, paralysis and 
accident. Tuberculosis runs from 30 
to 45 percent. The New York Life 
passes favorably on a tuberculosis case 
when a man gives up work, is under 
treatment and is not able to carry on 
a gainful occupation. In case of tuber- 
culosis 27 percent of the cases die in 
the first year of disability and 13 per- 
cent recover. In the second year, 21 
percent die and 12 percent recover. In 
the third year, 15 percent die and 11 
percent recover. Some 51 percent of 
the tuberculosis claims arise under age 
30; 33 percent from 30 to 39; and 16 


percent over age 40. 

O far as insanity and paresis is con- 
S cerned the New York Life dates the 
disability back to the time of commit- 
ment to any asylum or the date when 
the assured was not able to work. In 
cases of dementia praecox, 3 percent 
die during the first year of disability 
and 7 percent recover; in the second 
year 4 percent die and 6 percent re- 
cover; in the third year 3 percent die. 
In other forms of insanity 12 percent 
die the first year and 23 percent 
recover; in the second year 11 percent 
die and 12 percent recover; in the third 
year 7 percent die and 12 percent re- 
cover. In paresis 38 percent die the 
first year; 41 percent the second and 
44 percent the third. 

When it comes to paralysis, Mr. 
Hunter said, it is sometimes difficult 
to adjudicate a case where a man has 
suffered paralysis of the legs. 


R. Hunter said that the practice 

of the New York Life in dating 
back benefits is to grant disability bene- 
fits from the date of total permanent 
disability provided such date can be 
definitely determined and provided the 
disability of the assured at that date 
is established. If it can not be estab- 
lished then the disability committee de- 
cides on the case. 

In some cases the assured has lapsed 
his policy during total permanent dis- 
ability. He may be in a sanitarium 
and did not receive the premium notice 
or was too ill to pay attention to it. 
In a number of cases the company did 
not know of the circumstances until 
the assured applied for reinstatement. 
The practice of the New York Life is 
to reinstate the policy within a reason- 
able time without reference to the in- 
sured’s condition of health and to grant 
disability benefits provided satisfactory 
proof is furnished that total permanent 
disability occurred before the policy 
lapsed. Sometimes the matter is not 





brought to the attention of the com- 
pany until after the death of the policy- 
holder. The New York Life restores 
the policy if conclusive proof is sub- 
mitted of total permanent disability 
existing before the policy was allowed 
to lapse. 


PEAKING 

said: 

“Several types of claims for disability 
benefits arise after the death of the 
insured. The simplest of these is the case 
of the mental incapacitation of the in- 
sured before his death. I believe the 
practice of companies is to make the 
disability benefits effective when the 
assured would have undoubtedly been 
granted these benefits on application 
during his lifetime. It seems to be the 
custom not to wait for a claim by the 
beneficiary in such cases but to review 
the death claim papers wherever the 
insured was mentally incapacitated be- 
fore his death, in order to determine 
whether the benefit should have been 
allowed. There are other types in 
which the matter is not so clear. 
Claims may be made by the beneficiary 
for a refund of the premium paid dur- 
ing the insured’s last illness on the 
ground that he was then totally dis- 
abled. The disability benefits should 
be allowed, in my judgment, if there 
is a satisfactory proof that the insured 
suffered from a disease which would 
normally result in permanent total dis- 
ability, and did not suffer from an 
acute temporary disease. The approval 
of a claim refund of a premium there- 
fore would depend whether the claim 
would have been allowed if made at 
the time the disability was total and 
presumably permanent. All claims 
would be excluded in which the benefits 
would not have been granted if the 
assured had applied for them during 
his life time. 


“W/ HEN disability benefits were 
first granted the companies had 
little experience and therefore pro- 
ceeded with caution. As the great 
value of these benefits to the com- 
munity was demonstrated, the compan- 
ies have become increasingly liberal in 
their treatment of claims. While the 
policies generally provide that the dis- 
ability benefits commence only after 
proof of such disability is received, the 
practice\is developing to make the bene- 
fits ac¢rue from the time the insured 
became totally and presumably perma- 
nently disabled. This practice assumes 
that the assured did not understand 
his rights; or that he was too sick to 
pay attention to his policy terms; oF 
that the beneficiaries did not know the 
provision of the insurance policy; oF 
that the insured was mentally incapable 
of looking after his affairs. 

“The introduction of disability bene- 
fits into life insurance policies has done 
more to popularize these policies than 
probably any other feature. The pub- 
lic has recognized their peculiar vaiue 
during a crisis in men’s affairs. It 
accordingly an obligation on al! com 
panies to interpret the policies m 2 
very liberal spirit so that the new fea: 
ture may continue in popularity a” 
develop in usefulness.” 


further Mr. Hunter 





Committee on Substandard Business 


C. H. Beckett of the State Life in his 
paper suggested that a committee be 
appointed to investigate the subiect 0 
substandard lives and devise a p!an that 
can be recommended that will be a 
for companies to follow. It was decide 
to have the executive committee appoint 
a committee of five to deal with the 
subject. 


The Indianapolis Life Underwriters 
Association sent a letter of greeting - 
good will, which was read to the com 
vention by Secretary Blackburn. 
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| and Columbus, Ohio, August 13, 1921 
laims 
nefits Dear Fellow-Workers: 
{ the 
uring First—In this period of uncertainty for practically all lines of business, let us, as life insurance men, remember that 
we represent the most stable business and the most stable form of property in the world. 
were The prices of all commodities have gone up and down; the values of all forms of property, including stocks, bonds 
s had and real estate, have fluctuated violently: the whole business world has been dizzy and staggering; and as the result 
aa the people are looking for a form of property that is stable, secure and dependable. Under such trying conditions there 
om- is nothing at all comparable with a life insurance policy, fully guaranteed as to premiums, values, benefits, and entirely 
c 
npan- free from the uncertainty of other property. Let us try to appraise life insurance at its true value and to apprise the 
~ world of our appraisement with facts and arguments that are beyond dispute or contradiction. 
e 
e dis- We advertise our policies ‘‘Safe as a Government Bond,” and may properly add “‘More Stable than a Govern- 
after co tient 
d, the . 
— Second—Having fully convinced ourselves that we have the best form of property in the world to sell, let us 
erma- remember that life is too short to undertake to tell our whole respective worlds of all its benefits. 
sumes 
stand In these strenuous times prosperity and adversity are distributed more unevenly amongst the people than usual. 
ick to . It will do us no good, and the people who have been hit by adversity no good, to tell them of the benefits of life insurance 
18; = when they are without money to invest in the best form of property in the world. Many of the so-called new rich have 
ws : or been left high and dry, and many of the wage-earning class are without employment; on the other hand many of the 
pable salaried class and of the fixed-income class are more prosperous today than they have been for several years on account 
of the falling prices of things they need to buy. Such people are more able than ever to invest a part of their income in 
— life insurance, the best form of property in the world. 
; ao 
= We must learn to discriminate, and to approach the right people at this time to buy insurance. 
per 
vr i Third—If we can get the big ideas, expressed in the preceding paragraphs, into our minds in a big way, we can be 
pot big producers; and we will find encouragement to put forth our best efforts at the present time. We can become 
in 2 achievement specialists in life insurance, the most stable, secure and dependable business in the world, which is more 
W oe emphasized and magnified by the present conditions than ever before. 
y a 
Yours very truly, 
ssiness JOHN M. SARVER, President 
in his 
P. S. We are home protectionists in the truest sense, as the home is the strong foundation of our free government.—J. M. S. 
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Results Under Double Indemnity 


By W. N. BAGLEY 


policies ordinarily spoken of as the 

double indemnity benefit, but per- 
haps more accurately described by the 
title “additional accidental death bene- 
fit,” has a place among the topics of 
current interest is indicated by the fact 
that although the provision had been 
accepted by 115 of the 136 companies 
in the Convention on Dec. 31, 1920, 
about 75 percent of them have adopted 
it since 1917. 

Because also there has been much 
discussion concerning a uniform clause, 
it appears that a summary of the prac- 
tice and experience thus far may be 
shown now with possible advantage. 

The various points may be dealt with 
under four general headings: (1) The 
provision, (2) the extra premium, (3) 
underwriting, (4) mortality experience. 


T pote the feature of life insurance 


| THE PROVISION—Identically the 
e same words and arrangement of 
words cannot be looked for in the com- 
parison of a large number of clauses 
drafted at different times by different 
individuals, but, whether the clause is 
written in the policy or attached thereto 





BAGLEY, Hartford, Conn. 
Assistant Actuary, Travelers 


Ww. N. 


in the form of a rider and by refer- 
ence made part of the contract, or 
issued in the form of a separate con- 
tract, there is found practically without 
exception, specification of the death of 
the insured resulting from bodily in- 
juries effected directly and independ- 
ently of all other causes through ex- 
ternal, violent, and accidental means, 
and in many instances it states that ex- 
cept in the case of drowning or internal 
injuries revealed by an autopsy, the 
injuries must be evidenced by a visible 
contusion or wound on the exterior 
of the body. In this respect there is 
substantial uniformity although the 
word “exclusively” may be used along 
with “directly and independently” or 
may appear in place of “independently.” 
Invariably the provision ceases in case 
of default in the payment of any pre- 
mium required by the life policy, or in 
the event of permanent total disability. 


HE benefit is restricted usually to 

some attained age, such as 60, 65, 
or 70, but in about 75 percent of the 
clauses examined, age 60 appears, and 
this is the one used generally in the 
permanent total disability provision. 
The usefulness of the clause from the 
standpoint of the insured is not thus 
lessened appreciably inasmuch as on 
the average only a comparatively small 
part of the exposure will exceed that 
age. A more definite idea in this re- 
gard is obtained from the fact that for 


a certain large company writing life 
insurance for more than 55 years, an 
investigation of the total exposures dur- 
ing the last ten years by attained age 
revealed 9 percent,.of it over age 60, 
4 percent over age 65, and 1.5 percent 
over age 70. For the younger com- 
panies the proportions must be even 
smaller. It is expected that a very 
large mortality rate will not develop 
in the early years from a medically 
selected business, but when the period 
of selection is passed, particularly at 
the higher ages where there is con- 
siderable physical impairment, for ex- 
ample, heart trouble, there will appear 
under the accidental death provision 
unmerited claims based on a question- 
able foundation of accidental injury, 
and such claims will have to be paid 
in full, compromised, or contested. 
Consequently the automatic cancella- 
tion of the clause when the insured 
reaches age 60 reduces greatly the pos- 
sibility of experiencing a large number 
of such claims. 


XAMINATION of accident claims 

favors the belief that the eventual 
extra mortality will not be markedly 
less if the restriction is to 60 days 
rather than 90 days after‘occurrence of 
the accident; hence the practice as to 
this item may be deemed quite uniform, 
although it is interesting to note that 
two-thirds of the companies use a 90- 
day period, 

It seems that among the Convention 
companies it is customary to grant the 
additional protection only for the pre- 
mium paying period of the policy, the 
number of companies employing this 
restriction being about twice as numer- 
ous as the others. Of course there is 
something gained thereby in the way 
of simplicity; yet, if an insured can 
have the feature to age 60 by taking 
an ordinary life policy it does not look 
quite right to penalize him for pre- 
ferring to pay fully for his insurance 
before that time, and the calcula- 
tion needed to establish the proper 
extra premiums and reserves for the 
additional benefit is neither difficult nor 
lengthy. 


URNING to the remaining excep- 

tions and taking as a reference sui- 
cide, sane or insane; military or naval 
service in time of war, aeronautical or 
submarine expeditions, ‘violation of law, 
physical or mental infirmity, illness or 
disease of any kind, there were found 
in two-thirds of the clauses the list 
of exceptions either as given, or with 
some of them omitted. One company 
makes no exceptions at all, another 
excludes war only, and still another, 
suicide only; on the other hand a few 
mention such additional exceptions as 
mixing or underground operations, sun- 
stroke, poisoning, freezing, asphyxia- 
tion, driving or riding in any automo- 
bile, police duty. Three clauses were 
noticed in which the benefit was ex- 
cluded in the first policy year. 

As a summary of the foregoing, tak- 
ing asa reference limitation to attained 
age 60, to the premium paying period, 
to either 60 or 90 days after the time 
of accident, and with the remaining 
exceptions just mentioned, it may be 
said that about 10 percent of the com- 
panies fall in this class, 70 percent are 
more liberal in at least one of the re- 
spects noted, the other 20 percent be- 
ing somewhat more liberal in one way, 
but less so in another. It may be con- 
cluded therefore that in general the 
clauses express a preference for few 
rather than many restrictions. 

Il. THE EXTRA PREMIUM—While 
the basic extra premiums vary from 


$1 to $3 per thousand, about four-fifths 
of the Convention companies require 
$1.50, $1.75, or $2, although in many 
cases higher rates are used, depending 
on the degree of hazard, or for limited 
payment contracts. Those issuing at 
a single rate, or not at all, siightly ex- 
ceed in number the companies using 
different rates. There is approximately 
an equal division between the ones 
allowing the same commission rate as 
under the life premium and those pay- 
ing no commissions at all. The varia- 
tions consist in giving a commission 
for the first year only, or none the 
first year with usual renewals, or modi- 
fied first year with regular renewals. 

Accordingly it may be said that the 
Majority practice is for the use of a 
premium of from $1.50 to $2 with com- 
mission allowance. 


I] THE UNDERWRITING—While 
*nearly all the companies have ac- 
cepted this feature for their life policies, 
apparently they have done so by no 
means freely and with numerous reser- 
vations; the selection is very rigid, the 
retention limit is low, or the entire 
risk is reinsured, and the agents are 
not encouraged to use it. 

The chief difficulty in the underwrit- 
ing is that payment of the benefit de- 
pends more upon the cause than upon 
the fact of death. The occupation re- 
quires most careful scrutiny, especially 
under a provision which is noncancel- 
able by the company, for the risk may 
depreciate rapidly due to change to a 
more hazardous occupation or to the 
nature of the original employment and 
an accident manual can furnish little 
assistance because the accident classifi- 
cation is based upon disabling as well 
as fatal injuries. A rule worthy of 
mention in this connection is not to 
issue the additional death benefit to an 
applicant ineligible for the permanent 
total disability feature, and even then 
only when the disability clause also is 
included, the latter being declined for 
risks substandard to the extent of $5 
or more extra premium per thousand. 


NOTHER important, if not the 

most important, element to guard 
against is the moral or speculative 
hazard. In the review of a life insur- 
ance application the amount of such 
protection existing or contemplated is 
considered in conjunction with the fi- 
nancial responsibility of the applicant 
and it would seem that this factor is 
deserving of even closer attention in 
the presence of the additional accidental 
death benefit. An attempt to determine 
the amount of the benefit included in 
the previous insurance, together with 
the amount of accident insurance car- 
ried, probably will show frequently re- 
sults that are not satisfactory, but 
avoiding in this way even a few un- 
desirable risks more than offsets the 
extra expense of securing the informa- 


tion. If the issue by the individual 
company is limited to a proportion, 
say 25, 50, 75, or 100 percent, of the 
retention limit for life insurance, de- 


pending upon the size of the company, 
but in no event exceding $25,000, the 
mortality from this cause undoubtedly 
will be reduced to a minimum. 


| MORTALITY EXPERIENCE 
e —The additional insurance in 
force at the end of 1917 for the 24 


Convention companies writing the bene- 
fit prior to 1918 totals about $165,000,- 
000, while the total for the same com- 
panies Dec. 31, 1920, is $510,000,000, as 
compared with the total in force on the 
same date for all of the Convention 
companies (omitting those doing re- 
insurance exclusively) of about $1,010,- 


000,000, which represents an increas¢ 
of some $450,000,000 over the total in 
force at the end of 1919. These figures 
are of necessity approximate, but prob- 
ably they are near enough to warrant 
the conclusions that most of the ex- 
posure is still in the early stages, 
so that for this reason, at the same 
time bearing in mind the large volume 
needed for reliable results of an investi- 
gation by age, duration, class of risk, 
cause of death, territory, and that 
claims thus far are around 625 for a 
total of $1,650,000, any such detail 
analysis of the experience to date evi- 
dently would not be of value as an 
indication of the future mortality. 

Many of the companies have had no 
claims at all, and the others, with an 
occasional exception, have not paid 
losses exceeding the net premiums re- 
ceived. 


OR 16 companies having an expe- 
rience of four or more years sta- 
tistics by calendar years are at hand 
as to insurance in force, premiums re- 
ceived, and claims paid or incurred. 





ARTHUR HUNTER, New York City 
Actuary, New York Life 


Taking the yearly exposures as the 
mean insurance in force, with a similar 
approximation for the premiums, fe 
sults in a combined exposure for the 
thirteen companies of $1,170,000,000, 
claims of $1,010,000, and earned pre- 
miums of $1,705,000, from which is ob- 
tained an average mortality cost of $.86 
and ratio of claims to premiums of .59. 
The individual exposures range from 
$2,000,000 to $352,000,000, the durations 
from four to thirteen years, the claims 
from $1,000 to $302,000, the mortality 
costs from $.29 to $1.30, the premiums 


from $3,900 to $488,000, and the ratios 
of claims to premiums from .18 to 2.19 
there being only two instances of the 
latter where the ratio exceeds .70. It 
is well to emphasize that these figures 
are not quoted as absolutely -orrect, 
but only as sufficiently approximate to 
provide a reasonable indication 0! the 
experience where the feature has bee? 
used for some time. 

1 170,000, 


Of the total exposure of $1 
000 three companies together cot ntribute 
$866,000,000 or about 74 percent t and o 


total claims of $1,010,000, they repre 
sent $722,000 or about 72 Bron. A The 
mortalities are $.86, $.81, and $.83 Tf 
spectively, with exposures of thirtee® 
twelve and eight years. In each 
stance the provision is liberal; the pre 
mium rate is $1.25 or $1.50 with com 
mission allowance; the representative 
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“Agressive Conservatism” 


Look over the history of the Franklin Life and note its steady growth. 
There has been no lagging or lack of aggressiveness, and no set-backs 
or lack of conservatism. Its consistent policy of sound and progressive 
building has been followed for thirty-seven years. 


Today the Franklin is up with the times. It 
offers the public policies in line with modern 
needs. To agents it offers fair and liberal con- 
tracts, and a hearty co-operation that brings 
results. 


Here in a beautiful residence section of Spring- 
field, in its handsome and commodious home 
office building, there is time and room for the 
quiet, efficient and aggressive handling of its 
business. A gain of $28,000,000 last year in 
insurance in force shows a successful home office 
and agency organization. 











LM 


Agents of the Franklin are solid and substantial citizens who have 
the respect of their communities. Like the company, they are soundly 
progressive and energetic. [o vigorous men who can sell life insur- 


ance, desirable territory is available. 


Springfield, Ill. 


FRANKLIN LIFE INSURANCE CO. 


HENRY ABELS, Vice-President 
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OLD LINE 
BANKERS LIFE INSURANCE COMPANY 
OF NEBRASKA 
















ORDINARY LIFE 








Wymorr, NEBRASKA, February 8, 1921. TWENTY YEAR DISTRIBUTION 
Mr. H. S. Wilson, President POLICY 
of the Bankers Life Insurance Co., OLD LINE por nnen dd mm INSUR- 
Lincoln, Nebraska ANCE COMPANY 





Dear Sir: I wish to thank you for your liberal settlement on my policy No. 8426 of Lincoln, Nebraska 


which just matured. Your General Agent A. H. Gray just handed me your draft for 















$4,513.45; this gives me a net profit of $273.45 and twenty years protection which I Name of insured...... James F. Colgrove 
consider has been a good investment for me. ee ai a trees ymore, Nebraska 
This is a nice time to have a bunch of money coming in and I am glad I had Total premiums paid...............$4,240.00 






judgment to take out the policy when I did; again thanking you, I am, 
Yours very truly, SETTLEMENT 


JAMES F. COLGROVE. Total cash paid Mr. Colgrove....$4,513.45 
And 29 Years Insurance for Nothing 

























MAITLAND, Mo., Febr. 28, 1921. 
FIFTEEN PAYMENT LIFE POLICY 


Matured in the 
OLD LINE BANKERS LIFE INSUR- 
ANCE COMPANY 
of Lincoln, Nebraska 


W. O. Miller, Agt., 
Old Line Bankers Life Ins. Co., 
Lincoln, Nebraska 
Dear Sm: At the age of 60, I took a $1500.00 fifteen pay life policy in your 
company, premium $127.38 a year. I have paid in premiums $1910.70 and in settlement, 
I have chosen the first option which is my surplus in cash amounting to $964.98 and a 
paid up policy on $1500.00, on which I draw annual cash dividends and at my death | 























my beneficiary will receive the face of my policy in cash, besides having had fifteen Name of insured.......... Joseph Hatfield 

years protection. Residence............... Maitland, Missouri 
I thank you for this splendid settlement. I don’t know of another company Amount of policy................++ $1,500.90 

which makes a settlement as good as the Bankers Life of Lincoln. Insurance is a Total paid in premiums............ $1,910.70 

fine investment and I shall be glad to recommend your company to everyone. It 

gives me great pleasure to boost for the Old Line Bankers Life Insurance Company SETTLEMENT 

of Lincoln, Nebraska. My son and daughters hold policies in your company. Again Total cash paid Mr. Hatfield...... $964.98 

thanking you, I am, And a Paid-Up Participating Policy 

Yours truly, for $1,500.00 






JOSEPH HATFIELD. 





















We Write Non-participating, Annual We have some good territory open in 
and Deferred Dividend Policies Iowa, Illinois, Ohio and Pennsylvania 










If interested in a Local or General Agency contract, write 


BANKERS LIFE INSURANCE COMPANY 
LINCOLN, NEBRASKA 
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OLD LINE 
BANKERS LIFE INSURANCE COMPANY 
OF NEBRASKA 








Beatrice, Nesr., April 9, 1921. 
Mr. H. S. Wilson, President 
Old Line Bankers Life Ins. Co., 
Lincoln, Nebraska 

Dear Sir: Your general agent A. H. Gray just handed me your draft for 
$1798.05 being the surplus earned on my twenty year policy which matured this day, 
also my policy is now paid up for life and will draw annual dividends each year as 
long as I live. 

I paid into your Company in the twenty years $3260.00, with my paid up policy 
for $5000.00 and $1798.05 cash makes a total of $6798.05 or a profit of $3538.05 to me 
besides I have been insured for twenty years for $5000.00. I only wish I had taken 
a larger policy when I was taking it. 

Wishing you success, I can heartily recommend the Bankers Life for anyone 
wishing Life Insurance. 

Yours truly, 
HARRY M. HEPPERLEN. 


TWENTY PAYMENT LIFE POLICY 
Matured in the 
OLD LINE BANKERS LIFE INSUR- 
ANCE COMPANY 
of Lincoln, Nebraska 


Name of insured Harry M. Hepperien 
Residence ......Beatrice, Nebr. 
Amount of policy... . $5,000.00 
Total premiums paid .. $3,280.00 


SETTLEMENT 
Total cash paid Mr. Hepperien. .. .$1,796.05 
And a Paid-Up Participating Policy 
for $5,000.00 











HIGHLAND, KANsAs, June 22, 1920. 
Bankers Insurance Co., 
Lincoln, Nebraska 

Dear Sirs: Your Agents, C. S. and E. F. Goodrich, have today delivered to me 
your draft for $2059.61, the surplus on my $10,000 10-20 installment policy which ma- 
tured today. In addition I acknowledge receipt of the $10,000 policy which you have 
marked paid-up for life—with an annual dividend. 

I am very well pleased with this settlement and while we are in such financial 
circumstances that we do not really need the money, I can readily see that life 
insurance is a great thing, both as a savings account and protection for a family. 

My experience with the Bankers Life has been both pleasant and profitable. 

Very sincerely, 


MAUD M. ALLEN. 


TEN PAYMENT TWENTY YEAR 
SETTLEMENT 
TWENTY INSTALLMENT POLICY 
Matured in the 
OLD LINE BANKERS LIFE INSUR- 
ANCE COMPANY 
of Lincoln, Nebraska 


-Maud M. Allen 
Highland, Kansas 


Name of insured 


Amount of policy.. 
Total premiums paid 


SETTLEMENT 
Total cash paid Mrs. Allen....,..$2,059.61 
And a Paid-Up Participating Policy 
for $10,000.00 











We have some good territory open in 
Iowa, Illinois, Ohio and Pennsylvania 


We Write Non-participating, Annual 
and Deferred Dividend Policies 





If interested in a Local or General Agency contract, write 


BANKERS LIFE INSURANCE COMPANY 
LINCOLN, NEBRASKA 
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freely on the proper class of risk, 
thus tending to minimize the selection 
against the company; the limit of issue 
is comparatively low, being respectively 
$5,000, $10,000, $15,000, as against life 
insurance retention limits of $15,000, 
$20,000 and $25,000. Two issue at a 
certain premium or not at all, whereas 
the other covers some of the hazardous 
occupations at an increased charge. 


ARTICULARS of the claims by 

cause of death were supplied by 
enough companies to give a total o 
316 lives for $823,000. The percentages, 
by number and amount, are contained 
in the following table, which, in order 
to facilitate comparison, shows similar 
information, by number, published for 
the first 100 claims of the Equitable 
of New York. One of the Convention 
companies submitted causes upon a con- 
siderable number of lives, for which 


35 1 First 100 
Convention Convention Claims of Equitable 
Companies Company of New York 
Form of Accident % No. % Amt. % No. % Amt. Jo No 

Autos and motorcycles... 23 25 16 13 28 
BEE oceccccvecosess 11 10 12 7 15 
Mie. Ee DE QOGENET ec ccs ance 8 7 7 12 14 
PE n6 0404000000060 6% 14 18 15 20 8 
Homicide, suicide, murder. 4 2 7 6 9 
Struck by falling objects. 10 10 + 3 6 
rrr 2 1 3 2 7 
DED scaeccceusendes 1 1 os a 3 
D') -chvecretecncsaes eee , * & 4 6 4 
MOST OOUtIOR cccccccccss 3 2 5 3 1 
Asphyxiation ............ 1 1 5 5 1 
DPE cccceescucesosss 2 2 os — a 
BEET ccccececeeesers 5 5 7 9 

Blood poison ............. 4 4 7 5 

Miscellaneous ........... 5 4 8 9 4 

100 100 100 100 100 ° 








reason these percentages appear separ- 
ately as well as in the total. 

It is to be noticed that automobile 
and motorcycle accidents comprise 25 
percent of the losses, drowning, 10 per- 


cent, railroad and trolley, 7 percent, 
and cases of gunshot, murder, homicide, 
suicide together, 20 percent; these four 
causes combined being over 60 percent 
of the total. 


NOTHER decade should disclose 

a noticeable decline in the propor- 
tion of automobile fatalities and im- 
proving economic conditions an even- 
tual similar result as to deaths from 
gunshot, homicide and suicide. On the 
other hand extensive use of the aero- 
plane may call for coverage of a hazard 
not before included. 

Furthermore, general use of the 
benefit undoubtedly will serve to edu- 
cate beneficiaries to the possible advan- 
tages in asserting upon the slightest 
pretext that death was accidental, thus 
bringing forward an addition to those 
undeserved claims which require settle- 
ment in one way or another. The net 
result of these and other variable ele- 
ments is of course problematical at the 
present time but on the whole the expe- 
rience to date contains indications 
which are satisfactory. 


Cancellation in Contestable Period 


HE courts have frequently considered 
Tiere purpose and effect of the incon- 

testability clause. Numerous cases 
have turned upon its construction, but it 
has remained for courts in the very re- 
cent past to deal with it in reference to 
the method of avoiding a policy within 
the contestable period. The incontestabil- 
ity clause, as has been frequently observed 
by the courts, is not a waiver of defenses 
or grounds of rescission, but is a volun- 
tary or statutory period of limitation 
within which defenses may be made. 
Usually the policy provides for a shorter 
period than permitted by statute, but in 
other respects, it is generally imposed by 
law and not by stipulation of the parties. 
The courts are practically unanimous in 
holding that after the time fixed by the 
clause has expired, the policy is incon- 
testable and not defendable upon any 
ground not reserved in the clause. This 
position was not reached without vigor- 
ous opposition by counsel representing 
insurance companies, but its soundness 
cannot successfully be assailed. There is 
one exception to this rule, expressed by 
the Court of Appeals of Kentucky, and 
courts of last resort in other states, which 
is that the lack of insurable interest, 
though not expressly made an exception 
to the incontestability clause, may be suc- 
cessfully asserted. This is upon the 
ground of public policy. 


HEN the question has been raised as 

to whether the death of the assured 
within the contestability period tolled or 
blocked the running of that period. The 
supreme court of Illinois, in a recent de- 
cision, has held that where the policy was 
made payable to the estate, and no per- 
sonal representative of the deceased as- 
sured was qualified, so that action could 
be commenced within the year, dating 
from the date of the policy, the period 
of non-action by those interested in the 
estate would be subtracted, and the right 
to maintain an action to cancel the policy 
or defend in a suit brought upon it, would 
be determined by adding the time which 
the policy had run to the time elapsing 
between the date that a personal represen- 
tative was qualified, and the date when 
the action was affirmatively taken by the 
company. The court also said that where 
the policy was payable to a named benc- 
ficiary who survived the assured, the time 
of action to avoid the policy was uninter- 
rupted by reason of his death. 

The question has also been presented as 
tc whether the time for contest dates from 
the death of the assured, rather than the 
date of the policy, but the date of the 
policy is held to control, unless the pro- 
visions of the policy indicate the contrary. 


T is elementary that one who has been 

induced to enter into a contract by the 
fraud of the opposite party may, upon dis- 
covery of the fraud, repudiate the con- 
tract, tender back what he has received, 
and if something has passed from him to 
the other party, sue and recover it. That 





BY L. L. BOMBERGER 


L. L. Bomberger is general counsel of the Northern States Life of Ham- 
mond, Ind. He is a member of the law firm of Bomberger, Peters & Morth- 
land. He summarized the conclusions to be drawn from the holdings of the 
courts as they stand at the present time on his topic: 

1. The incontestable clause, if it fixes a time not unreasonably short for 


contest, is valid. 


2. To avoid a policy, affirmative action must be taken promptly upon 
discovery of the facts relied upon for cancellation, and in any event, within 


the period named in the clause. 


3. The death of the assured does not interrupt the running of the con- 
testable*period if the policy is payable to a named beneficiary. If payable to 
the estate, the contestability period is interrupted during the time that elapses 
between the death of the assured and the appointment of a personal represen- 


tative. 


4. Affirmative action is not complete by a re-tender of premiums and 


service of a notice of repudiation, but calls for an adversary proceeding in 


court. 


5. If the insurance company is called upon to defend an action upon the 


policy within the contestable period, it has an adequate remedy at law, by 
asserting the defense in a special plea or answer. 

6. If the period of contestability expires before the claimant is required to 
bring suit upon the policy, a court of equity will entertain a bill to cancel the 
policy if filed within the contestable period. 

7. If the policy is payable to a beneficiary other than the state, the bene- 
ficiary, and the assured, if living, are necessary parties to an action brought for 


cancellation. 





this principle controlled rescission of in- 
surance contracts, has doubtless been the 
belief of many insurance lawyers. It is 
but horn-book law to state that action to 
rescind must be taken promptly, and that 
it must be affirmative in character, and 
that leads to the point under discussion, 
as to what is affirmative action. Four 
states have gone on record upon that ques- 
tion. 

The first case noted was decided by the 
supreme court of Oklahoma in an appeal 
by the Mutual Life from a judgment on 
a policy. It appeared that the company 
had made an investigation during the two- 
year contestability period, and had dis- 
covered facts from which it concluded 
that the policy had been obtained by fraud. 
Whereupon, it tendered back the pre- 
miums and declared that it would not rec- 
ognize any obligations under the policy. 
The assured refused to accept the pre- 
miums or to surrender the policy, and no 
further premiums were paid or tendered 
to the company. Payment of the policy 
claim was refused, and in a suit by the 
beneficiary, the defense of fraud was set 
up. The court went to considerable length 
and cited an exhaustive line of author- 
ities, not all of which support the proposi- 
tion, that the interest of the beneficiary is 
a vested one. The court ignores the quali- 
fying clause accepted by the authorities 
generally, namely, that the beneficiary’s 
interest is vested if there is no right re- 
served in the policy to change the benefi- 
ciary at the request of the assured. 


HE next case in point of time is a 
decision of the supreme court of North 
Carolina in the appeal of an action 


brought by the American Trust Company 





against the Life Insurance Company of 
Virginia, decided on May 23, 1917. The 
Oklahoma case was in the published 
reports at the time the North Carolina 
decision was written, but is not cited as 
authority, the North Carolina court pro- 
ceeding upon an entirely different theory. 
In the North Carolina case, the facts as- 
sumed to constitute fraudulent represen- 
tation were learned within the contestable 
period, the premiums were re-tendered to 
the assured, and these facts set up in an 
answer to a suit upon the policy, which 
answer was filed after the contestable 
period had expired. The court said noth- 
ing about the rights of the beneficiary, 
but considered the case from the stand- 
point of the insured and insurer, and held 
that the policy could not be cancelléd un- 
less both parties consented; that the at- 
tempt by the company to cancel against 
the wish of the insured, constituted a 
breach, and notice of the rescission was a 
breach of the contract. The court con- 
siders the phraseology of the incontestable 
clause, and holds that it does not include, 
by express terms, the right to rescind, but 
that the word “contest” refers to an ad- 
versary proceeding, in which the company 
and the insured are parties; that the word 
does not include “rescission.” 


E next find that on Dec. 18, 1918, 

the appellate court of Indiana (which 
for practical purposes is a court of final 
jurisdiction) decided the case of Ebner 
vs. Ohio State Life. This action was 
brought by the company to cancel the 
policy after the death of the insured, but 
within the contestability year. A cross- 
complaint to recover upon the policy was 
filed after the year had expired, but within 


the time for bringing suit upon the policy. 
To this cross-complaint the company an- 
swered, setting up all the matters it had 
pleaded in its complaint for cancellation. 
The court sustained a demurrer to the 
original complaint—upon what ground 
does not appear in the opinion. There 
was a finding and judgment for the com- 
pany, however, on the cross-complaint, 
which was affirmed by the court on appeal. 
The court holds that it was proper to 
begin the suit to cancel within the year, 
because had the company waited until the 
year had expired, the answer it filed to 
the cross-complaint would not have con- 
stituted a sufficient defense to a suit on 
the policy, because then the contest would 
not be made within the year. The court 
held that the filing of the complaint to 
cancel the policy, having been had within 
the time for contest, the filing of the an- 
swer after the year was proper. The 
court followed the McGinnis case, de- 
cided in Indiana in 1913. 


HE supreme court of Illinois, on April 

18, 1921, decided the case of Ramsay 
vs. Old Colony Life. This case involved 
the following facts: The policy was issued 
Sept. 7, 1916, with a one-year contestable 
clause; insured died April 13, 1917, at the 
end of about eight months, and an ad- 
ministrator was appointed July 19, 1918, 
or 22 months after the policy was issued. 
Suit was brought on the policy on Nov. 7, 
1918, about four months after the admin- 
istrator had been appointed. The plea, 
which alleged false representations, was 
filed in May, 1919. The plea alleged that 
the falsity of the answers contained in 
the application was discovered about May 
1, 1918, after the death of the insured, but 
about 22 months after the policy had been 
issued. The company alleged that by 
reason of the delay in the appointment of 
the administrator, it was unable to tender 
the return of the premiums until after 
Sept. 7, 1917, which was the end of the 
contestable period. It alleged that after 
the discovery of the falsity of the a2- 
swers and after the appointment of the 
administrator, the company tendered the 
premiums with interest, etc. A demurrer 
was sustained to this plea and judgment 
rendered on the policy and affirmed in the 
appellate and supreme courts. The latter 
court states that the only question was 
whether the company was still bound after 
the death of the insured by the limitation 
of one year in which to contest the policy, 
and cases are then cited to the affirms 
tive. 


| re of practical value is perceived 
in contending, as many insurance law- 
yers do, with fundamental principles © 
contract law to support them, that_none 
cf the decisions on the question of affirma- 
tive action are well reasoned or sound i 
principle, for the inclination of courts 
follow a lead thus established by the 
courts of last resort in other states % 
obvious. 
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“The Little Giant of the Middle West’’ 


HE Central Life has not achieved distinction because 

it has covered a wide territory, written a large 

volume of business, appointed a multitude of agents 
or cried its wares from the housetops. 


The company has developed a satisfied body of agents and policy- 
holders. They have been told the truth. The business has been sold 
right. Close relationships have been formed. 


Its agents and policyholders refer to the Central Life as “our company.” 


After all “our company”’ reflects the true spirit of the Central Life. 
Home office, agents and policyholders— constitute a co-operative group 
aiming at one end, working together, accomplishing as a body what 
it is impossible for people as individuals to do. 


There has been a sentiment of loyalty and sincerity manifest ever 
since the Central Life started, all through its organization. 


It pays to cast your lot with such a business family. 


75% of our total assets are on farm mortgages 


H.W. JOHNSON, Pres. W. F. WEESE, Vice-Pres. 
C. B. BRADFORD, Secretary 
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Getting Down To Business— 





Good agents like to work for the Illinois Life, because— 


It is a strong Company. 

It is a well-balanced Company. 
_ It is a resourceful Company. 

It is a reputable Company. 

It is a progressive Company. 

It is a “square deal’’ Company. 


It is a company without frills, fuss or feathers that, in 
all its agency relations, proves up better, performs more 
consistently and “‘wears better’’ year after year, than its 
agents expect it to. 


That’s why it is becoming more and more a distinction 
to be the “Illinois Life Man” in any community. 
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When A Man’s In Debt— 








Hé* USUALLY regards the fact as being his title 
to immunity from solicitation to buy insurance— 
he uses it to prove that he “‘can’t afford it just now.” 


But that man is a made-to-order prospect for the 


ILLINO!S LIFE salesman. 


Being in debt, he can see the big point in the Double X 
policy which is especially built to offset all the hazards 
created by reason of the disproportionate ratio of his 
liabilities to his assets. 


This policy is only one of many through which the 
ILLINOIS LIFE strengthens the hands of live agents. 


To be an ILLINOIS LIFE agent is more than a dis- 


tinction. It is a real advantage. 
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Farm Mortgages vs. City Mortgages 


NE of the pertinent facts I have 
O learned is that the desirability of 

a farm as security for a loan 
depends almost as much upon the 
farmer as it does upon his farm, al- 
ways bearing in mind the fact that even 
a competent, energetic farmer cannot 
make any money out of poor, non-fer- 
tile land, and neither will a lazy, shift- 
less farmer make any money out of rich, 
productive land. Of course, it is un- 
derstood that the poor non- -productive 
farm lands are eliminated from this dis- 
cussion, for no self-respecting guardian 
of the trust funds of a life company 
would think of loaning on that kind of 
land if he knew it. But I realize that 
al! the investment officials of life com- 
panies are not practical farmers, and 
hence might be the victims of misrep- 
resentation as to the intrinsic compo- 
sition of soil. 

While it is true that the relative 
merits of farm loans and city loans at 
the time they are made is largely a 
matter of selection, the future of these 
loans are upon an entirely different 
footing. When you inspect a farm ten- 





MOORE, Detroit, Mich. 
Secretary, Michigan Mutual Life 


A. F. 


dered as security for a loan (the law 
of the state governing such invest- 
ments being favorable), you give close 
consideration to the quality of the soil, 
the age and condition of the buildings, 
its location as to good roads and mar- 
kets and the financial standing and 
farming ability of the applicant. If 
these factors are all favorable you feel 
that if conservatively appraised your 
work as an appraiser is very well done. 


UT when you inspect a piece of city 

property tendered as security for a 
loan there is much more to be consid- 
éfed. You must go very carefully into 
the value of the lot, which at this par- 
ticular time is a real problem, then the 
construction and present value of the 
oo or buildings with an allowance 
for future depreciation; then comes up 
the greatest problem of all which is the 
future of that particular locality and its 
consequent effect on the values there. 
The greatest menace to city property 
loans is the complete changes that oc- 
cur from year to year in certain loca- 
tions which are beyond the control of 
the investor and which may cause a 
iarge percentage of depreciation in val- 
ues. Within the life of a five year loan 
a first class residence section may be 
changed into a locality of cheap room- 
ing houses, possibly inhabited by col- 
ored people or even the lowest type of 
citizenship. Thus, an inspection of city 
property must note as far as possible 


By A. F. 


the tendency of any such changes as 
well as the physical condition of the 
buildings at that time, the business abil- 
ity and earning power of the applicant, 
the direction of the growth of the city, 
especially the business section, whether 
toward or from this particular piece of 
property; the character of the business 
encroachment, if any; whether there is 
indication at that time of a deteriora- 
tion of the neighborhood from any 
cause. 


HEN there is also, if a residence 

section, the question of its proxim- 
ity to the manufacturing district and 
to street car service; also the question 
of building restrictions and when such 
restrictions, if any, expire, and what 
will probably be the character of that 
section after the expiration of the re- 
stricted period. Also there must be 
considered the question as to whether 
the buildings now erected are suited to 
the class of improvements called for by 
general tone of the street or neighbor- 
hood. They may be either too good 
for the street or too poor for it and 
also the general plan and style of archi- 
tecture of the building which has a 
direct bearing upon its salability in the 
event that it is acquired under fore- 
closure proceedings. All this applies 


MOORE 


growth in values and population there 
during the past few years. 


HERE is another and a broader ex- 
panse of the farm loan question 
which deserves our earnest considera- 
tion. An authority on investments has 
defined the necessary elements of the 


ideal investment as follows: 
1. Security of principal. 
2. Stability of income. 
3. Fair rate of interest return. 
4. Marketability. 
5. Value as collateral. 
6. Tax exemption. 
7. Exemption from care. 
8. Acceptable duration. 
9. Potential appreciation. 
10. Acceptable denomination, 


to which in my opinion might be added 
“Lack of Annual Fluctuation” in value. 


N THE process of readjustment 

through which all kinds of business 
either is passing or must pass to get 
back to normalcy, the farmer seems 
to have been the first to sustain his 
loss. He is therefore laboring under a 
handicap at present which either has 
or will pass on and on like a contagion 
until it affects all other industries. All 
readjustment of prices must travel in 
circles. Everything the farmer now 








A. F. Moore is secretary of the Michigan Mutual Life of Detroit. Mr. 
Moore has given much attention and thought to the subject of investments 
for life insurance companies. The Michigan Mutual has had considerable 
experience in handling mortgages on city property. Mr. Moore has delved 
into the subject of the desirability of farm mortgages and city mortgages 
bringing out some interesting points in the paper that he presented 





orly to business or residence property 
as it has never been the policy of our 
company to loan on unimproved lots 
nor upon manufacturing property. 


HUS it will be noted that there are 

many problems and features which 
must be considered when inspecting 
city properties which are eliminated 
from consideration in the investment on 
farm lands and even then you cannot 
be sure as to the future safety of your 
investment. As a further safeguard 
we make a practice of again inspecting 
and appraising all city properties upon 
which we have loans at or before the 
maturity of the loans. 

It is true that of the $12,000,000 our 
company has invested in real estate 
mortgages being about 80 percent of 
our entire assets, we have only $3,000,- 
000 loaned on farms and about $9,000,- 
000 on city property—but, that is no 
indication of our preference for city 
loans. It is rather because we have 
had more applications submitted for city 
loans than we were able to secure on 
farms. Our experience with these two 
classes of loans covering a period of 
10 years might prove of interest. Dur- 
ing that period we have foreclosed six 
mortgages on city property agd none 
on farm property. Incidentally we do 
not own a single piece of property ac- 
quired by foreclosure, and have not ac- 


quired any real estate by foreclosure 
for over three years. 
HE amount of interest past due 
more than 30 days at this time 


(which is a very small amount) is rela- 
tively about the same on each class, 
notwithstanding the present very low 
prices of farm products which is prov- 
ing such a temporary hardship on the 
farmer; but inasmuch as a large portion 
wi our city loans are in Detroit, the 


risk attending these city loans has been 
much minimized by 


the wonderful 





has to sell with the possible exception 
oi poultry and dairy products has fallen 
in price to the 1914 level. Very shortly 
this depression in the basic industry of 
this country must be relieved or it will 
have a most baneful effect upon every 
other industry and interest of the whole 
people. The price of the product which 
the farmer sells must be placed upon a 
relative parity with the price at which 
he buys his commodities. We insurance 
mien realize this condition. We see it 
daily in the lessened production of our 
agents in the field, especially those 
working in the country districts. Busi- 
ness is floundering and transitory, but 
it is foolish to expect a return to pros- 
perity in the life insurance business or 
any other line unless we first make 
more profitable the one industry which 
is the fountain source—the beginning 
of all wealth and prosperity—agricul- 
ture. 


HIS may sound to you like a very 

pessimistic outlook for the farmer, 
but in the ultimate outcome as we 
evolve from this cycle of depression 
and uncertainty the farmer will. be the 
first to recover his financia! equilib- 
rium for two reasons: First, because 
his is the only industry which is capa- 
ble of producing independently its own 


wealth from the soil, and, second, be- 
cause no other business can be sus- 
tained without his product. They must 


at his 
products are intelligently 


buy from him and eventually 
price if his 
marketed. 
Fear of stability of income seems to 
be the greatest objection of the investor 
to farm mortgages. It is true that not 
every farmer is a good business man, 
but I never saw a farm owner who was 
a spendthrift. From youth he is trained 
to habits of industry and economy. It 
is a part of his annual routine to always 
make provision ahead of time for the 
payment of his taxes and interest. This 


saving propensity becomes incul- 
cated in the minds of both the farmer 
and his good wife that it crystallizes 
into a fixed habit with them. 


S TO income return or interest 

rate: The farm mortgage has al- 
ways yielded as high a rate of interest 
consistent with security of principal as 
any other form of investment. The 
present upset condition of the bond 
market has recently made it possible 
to buy good bonds at a price yielding 7 
to 8 percent, but that is, as you all 
know, a temporary ¢ondition and this 
price ‘should not be used in comparative 
a covering the life of a real estate 
oan 


At the present time many farm mort- 
gages are made at 7 percent, which is 
the limit of the legal rate in our state 
and which is certainly a fair income. 
Marketability of the mortgage or its 
value as collateral do not concern us, 
for I take it these are never contem- 
pleted by insurance companies when 
making investments. What we are 
seeking is a safe nonfluctuating asset. 
Exemption from taxation is another 
argument in favor of all mortszages and 
applies alike to both farm and city 
mortgages. While the tax laws affect- 
ing mortgages differ in different states 
(in our state there is a specific tax of 
% of 1 percent paid by the borrowers 
at the time of registration) which ex- 
empts the mortgage from all other 
taxes during the entire period of the 
life of the mortgage. We have never 


been taxed on any mortgage in any 
other state. 
HE exemption from anxiety and 


care is one of the strongest argu- 
ments in favor of the farm mortgage. 
I assume that all companies follow the 
rvie that we do—loaning not to exceed 
50 percent of our own valuation of the 
land exclusive of the value of buildings 
While as I have said, many uncontrol- 
lable factors may conspire to depreciate 
the value of city property, the only 
chance for depreciation of the inherent 
value of a farm is a lessening of the 
fertility of the soil. This is so detri- 
inental to the self interest of the owner 
and under the modern ideas of the busi- 
ness of farming such a remote possibil- 
ity as to be not worth consideration. 

The three or five year mortgage loan 
is perhaps more necessary to the 
farmer than to any other industrial 
class because there is a well recognized 
gap in our system of credits extended 
by banks which does not meet the farm- 


ers’ demands. The short time 60 or 
90 day notes will not avail for his 
needs. He should have from 9 to 12 


months’ time to realize on his crop in- 
vestments and if a cattle raiser at least 
two or three years. You will recognize 
hew impossible it is for the farmer to 
make large investments of cash or labor 
(which is the same as cash) in large 
areas of crops—or in stock for feeding 
or betterment of his dairy herd, if he 
is to be called into his bank 

or 90 days to pay or perhaps a 

a renewal of these short ti: 

The farm mortgage, under the 

credit system, is therefore as wi 
see a real necessity to the enterprisims 
farmer. 


Sympathy for H. W. Buttolph 


Mrs. H. W. Buttolph, wift 
actuary of the American Cent! 
died suddenly Tuesday. Mr. 
received the condolences of th 
ent. President C. A. Craig of 
tional Life & Accident pre 
motion of sympathy which iS 
ported by President Isaac Millet 
ilton of the Feredal. 
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Putting Experience 


to Work 


Agentswho carry the ‘‘Anico”’ rate book have 
back of them sixteen years of successful opera- 
tion that has been put into active work in help- 
ing them make every prospect a policyholder. 
And it works to such good advantage that all of 
them are prosperous and satisfied with their 
contracts. 


Throughout its entire career the company 
has always sought to promote the welfare of its 
men by giving them the assistance of broad ex- 
perience that can come only from a live, energetic 
home office. With the home office acting as a 
clearing house for successful selling methods in 
all territories, the methods become common 
property and each man, in addition to his own 
initiative, has the use of the experience of Jones, 
Smith & Brown. 


The success of that policy can be seen in 
the following figures: 


(December 31, 1920) 


Life Insurance in Force 


$145,648,442.00 


Surplus to Policyholders 
$1,441 ,379.54 


Assets 
$9,305,364.84 
Paid to Policyholders 


and Beneficiaries 


$9.106,964.17 


THE AMERICAN NATIONAL 
INSURANCE COMPANY 


Ordinary and Industrial 


W. L. MOODY, JR., Pres. SHEARN MOODY, Vice-Pres. 


Galveston, Texas 
C. S. HUTCHINGS, Agency Manager, Ordinary Department 








W. J. SHAW, Manager, Industrial Dept. 
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Best Procedure on Rejection Notices 


BY O. J. ARNOLD 


N the matter of notices of rejection 
| and postponement the objects sought 

are: 

1. To protect the company from 
claims for indemnity, when liability has 
not intentionally been assumed, and for 
refund of advance payments; 

2. To leave the agent satisfied that 
the risk submitted has had careful and 
painstaking consideration; and 

3. To treat with due consideration 
the applicant who has indicated his 
good will toward the company by fav- 
oring it with his application for in- 
surance, 

And the desire is to handle the mat- 
ter in such a way as to avoid friction 
and alleviate insofar as possible the 
disappointment to the agent over the 
failure to consummate the sale. 


BVIOUSLY it is desirable to en- 

courage agents to secure settle- 
ment of the first premium, by cash or 
note, or an advance payment with the 
application. When a settlement or ad- 
vance payment is secured, whether or 
not evidenced by a binding receipt, it 
is highly important that there be no 
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undue delay in acting on the applica- 
tion and that in event the application 
is not completed or is declined that 
any advance payment made by the 
applicant be promptly refunded to him. 

This is so notwithstanding by re- 
peated decisions it has been held that 
(except when binding receipts are used) 
the contract is not consummated, re- 
gardless of the period of time elapsing 
after the date of the application, until 
the company by some affirmative action 
has indieated its acceptance of the pro- 
posal for insurance in the exact terms 
set forth in the proposal or applica- 
tion. But there is no assurance that 
courts (though continuing to so hold) 
may not follow the Iowa decision in 
Duffie vs. Bankers Life Ass’n. (170 Ia. 
19; 139 N. W. 1087; 46 L. R. A. N.S. 
25) and assess the company for dam- 
ages equal to the amount of the pro- 
posed insurance for its failure to take 
action on the application within a rea- 
sonable time. In that case the medical 
examiner and agent were dilatory in 
forwarding the examination report and 
the applicant’s death occurred before it 
reached the home office. It is encour- 
aging to know that Nebraska and 
Arkansas have refused to follow this 
Iowa holding. 

It will, of course, be borne in mind 
that when binding receipt is used there 
is an implied agreement to act on the 
application, and that in such case a 
company will be held more strictly to 


account for failure to act within a rea- 
sonable time. 


HOUGH many companies, both 

among the larger and medium sized, 
fcllow the practice of sending notices 
of rejection or postponement direct to 
the applicant from the home office or 
from the company’s cashier in branch 
offices, the greater number, I believe, 
confine the notification to the general 
agent. It is left very largely to the 
discretion of the general agent whether 
or not any advice is given the applicant 
as to the action taken, and the general 
agent, in turn, leaves it to the soliciting 
agent. In many cases, especially in 
the cities, the applicant is never ad- 
vised. Of course, in cases in which a 
settlement is taken with the applica- 
tion, the return of the settlement con- 
stitutes a notice to the applicant. 
Relatively a few companies advise both 
the applicant and the soliciting agent 
direct from the home office or branch 
office. 

It is a practice of some companies 
to require that the agent procure and 
forward to the home office or branch 
office cashier, a receipt from the appli- 
cant acknowledging the refund of any 
settlement made with the application, 

Many companies make it a_ practice 
to advise general agents of the cause 
of unfavorable action except in cases 


the practice of some companies that 
notify applicants direct to set out in 
form letters the exact settlement dis- 
closed by the application or by the 
agent’s report. This does not appear 
to be necessary. One form can very 
well cover all cases. No particular 
exception can be taken to this being a 
printed form. 

It is desirable that this communica- 
tion to the applicant be marked “Per- 
sonal” and preferably it should be sent 
to his residence address. It is desir- 
able also that the mailing of it be 
withheld a reasonable period after no- 
tice of declension is sent the soliciting 
agent. 


y may be argued that the soliciting 
agent or general agent is in closer 
touch with the applicant and that he 
will know how best to communicate to 
the applicant the information as to the 
unfavorable action taken. There is 
some merit to this suggestion, but it 
does not outweigh the desirability of 
the company’s making sure that the 
applicant does receive notice that un- 
favorable action has been taken. He 
is entitled to the courtesy of such a 
notice. Furthermore, it is desirable to 
put him on notice to make claim for 
refund of any settlement he may have 
made. Such a notice does not preclude 
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in which declination is based on con- 
fidential information or some question 
of morals disclosed by inspection re- 
port. 


HERE is no ideal way of handling 

these matters. Obviously a method 
that would best suit one company 
might not at all fit another. A company 
that aims to deal with its agency force 
and policyholders exclusively through 
its general agents, would place the 
entire responsibility in these matters 
on the general agent, whereas another 
company that aimed to maintain a 
close contact between the home office 
and the agency force as a whole, and, 
insofar as possible, between the home 
office and policyholders, would incline 
to a different method. It occurs to me, 
in introducing this subject for discus- 
sion, to outline a course of procedure, 
with a statement of the reasons that 
commend it. 


a. as regards a notice to the 
applicant. Notwithstanding it is not 
the general practice, it seems to me 
desirable that in the case of a declined 
application, a notice should be sent 
direct to the applicant from the home 
office. This notice very properly would 
express the company’s regret at its 
inability to act favorably on his appli- 
cation. It should advise him that any 
settlement made by him should be 
promptly returned by the soliciting 
agent; and contain a further statement 
to the effect that if any such settle- 
ment was made, the company would 
assume it had been returned, and 
govern itself accordingly, unless the 
applicant advised the home office to 
the contrary within 30 days from the 
date of notice. 

One form of notice drafted along 
this line covers any kind of a settle- 
ment, and covers as well cases where 
no settlement has been made. It is 





the soliciting agent getting in touch 
with the application. In many cases 
it will, as it were, break the ice and 
make it easier for the agent to discuss 
this delicate matter with the applicant. 

I would go so far as to say that 
the direct notice of rejection to the 
applicant is a duty each company owes 
the insurance fraternity. Notwith- 
standing the usual inquiry is, “Have 
you ever been rejected for insurance 
or failed to receive a policy for the 
full amount and kind applied for,” the 
applicant who has previously been de- 
clined by some other company is much 
more apt to reply in the negative if 
his only recollection is that he never 
heard from the company to which he 
had previously submitted an applica- 
tion. 

Applications filed as “incomplete” 
should be treated the same as declined 
applications. However, a_ separate 
form of notice is necessary. aving 
in mind the Iowa case to which I have 
referred, the importance of prompt 
action on incomplete cases will be ap- 
parent, and especially in the case of 
Iowa business. 


OW, as regards notices to the 

agency force. The notice should 
go to the soliciting agent. In both 
declined and incomplete cases the no- 
tice should direct him to make prompt 
refund of any settlement and advising 
him in due course the applicant will 
be notified of the action taken. There 
is an advantage in withholding the 
notice to the applicant for a brief 
period, say ten days. Frequently there 
is other business pending that might 
be disturbed by an immediate notice to 
the applicant. In some cases the agent 
will have particular reasons for desir- 
ing that the notice be withheld more 
than ten days. The delay will afford 
him an opportunity to make request 
to that effect. In incomplete cases it 





will give him a further opportunity to 
complete the application. 

The notice to the agent may properly 
be sent on a printed form. f on a 
printed form it is highly desirable that 
the medical director or agency execu- 
tive in the home office make it a point, 
in connection with other correspond 
ence, to refer occasionally to specific 
rejections, expressing his regret at the 
company’s inability to accept the risk 
To attempt to cover all notices of re- 


_jection by personal letter simply means 


that the letter will degenerate into a 
stereotyped form. It thus loses the 
personal and human touch sought to 
be conveyed and is thereby made more 
offensive than a printed form. 


OSTPONED cases can very well 

be covered by short personal letters 
from the medical department to both 
the applicant and soliciting agent. 
Where such letter goes to the applicant 
it is not necessary that the agent be 
directed to refund any settlement col- 
lected if the period of postponement is 
a reasonably short one, say six months 
or less, the agent and applicant will 
work this out. In the case of a short 
postponement the system should pro- 
vide for the case to be brought up 
automatically by the medical depart- 
ment at the end of the specified period. 

In some cases a note taken with the 
application will be forwarded with it 
to the home office, or the application 
will be accompanied by remittance of 
net premium. In such cases, these 
items should be returned to the ap- 
plicant through the soliciting agent. 


N all these matters the dealings may 

very properly be with the soliciting 
agent, except only when the agent’s 
course of conduct is such as to raise 
a question as to his responsibility. 
So long as an agent makes prompt 
settlement of his net premiums he 
may, for this purpose, be considered 
responsible. When he is lax in settle- 
ment of his nets, such items should 
be sent to the general agent imme- 
diately under whom he operates. If 
settlement did not accompany the ap- 
plication and the application discloses 
a settlement was taken, the general 
agent should be advised of the un- 
favorable action and of the amount and 
kind of settlement. 

In ordinary practice the general agent 
will on occasion write the home office 
for information as to the disposition 
made of applications submitted by his 
sub-agents and on which he has had 
no advice as to policies issued. In this 
way the general agent will learn of 
the declensions. 


HE company is, of course, liable 
for the refund to the applicant of 
any settlement made by him on an 
application that is declined. Notice to 
the applicant that claims for refund 


must be made within 30 days will not 
relieve the company of liability. How- 
ever, in practice the cases are ex- 
tremely rare in which the notice to 


the applicant does not result in a 
prompt refund by the soliciting agent. 
Frequently it discloses settlements not 
reported in the application. Under 
this system it is not found necessary 
to require a receipt be obtained from 
the declined applicant for any re- 
funded settlement; nor is it found neces- 
sary to use registered mail in making 
refund to the applicant, as is the prac- 
tice with some companies. 

Of course, in the case of a company 
using binding receipts, it is important 
that the binding receipt be taken up 
and returned to the head office. 


| the matter of advising applicants, 
general agents or agents as to the 
cause for unfavorable action (except 19 
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the case of applications postponed) I 
think the proper practice is for the 
company to adhere to a rule not to 
divulge the cause in any instance. 
Any deviation from this rule operates 
to.make more difficult the enforcement 
of the rule. It is, of course, necessary 
to make an exception in the case of 
_ policies issued on a substandard basis, 
to assist the agent in making delivery. 
But in the case of applications de- 
clined, assuming that the home office 
has all the pertinent facts before it, 
no good purpose is served by detailing 
the cause for unfavorable action. If 
in particular cases it seems imperative 
that some statement should be made, 


it should be confined to some such 
broad expression as “on account of 
personal history” or “on account of 
family history.” However, even this 
is objectionable since it usually serves 
only to open up an argument. In no 
instance should any information ob- 
tained from an impairment bureau be 
disclosed, nor any statement made that 
would indicate any information from 
any other company. 


GENTS who have been accustomed 
to hold post-mortems with the 
medical department over their declined 
cases are not easily broken of the 


habit. However, once they learn the 
futility of attempting to rehash dis- 
posed of cases, their own effectiveness 
in producing new business is increased. 
Undoubtedly the underwriting depart- 
ment in every company occasionally 
declines some case that should be ac- 
cepted. The reverse also is true. But 
this does not justify a demand that 
in every case the medical or underwrit- 
ing department prove to the agent the 
correctness of its action. The confi- 
dence of the agent in the fairness and 
ability of the medical or underwriting 
department, and its painstaking efforts 
to give careful and exhaustive con- 
sideration to every case before declining 





it, can be secured without particular- 
izing as to the cause for rejection. 
This does not mean that the medical 
department should not when occasion 
warrants, on request from an agent, 
re-open declined cases and review 
them. 

Without detracting from the impor- 
tant role the general agents play in 
company development, I am strong in 
the belief that executive officers of the 
company should not place the business 
in the several agencies under the ex- 
clusive control of the general agents. 
I realize that the procedure outlined 
will not apply in companies where a 
different view prevails. 


The Insuring of Substandard Lives 


HE most accurate classifications of 

under-average lives which can be 
made must be altered when conditions 
which influence such classifications have 
changed. The material with which we 
seek to deal, viz., the anticipated mor- 
tality experience among groups and 
classes of under-average lives, will be 
influenced by advances in medicine and 
surgery in some instances; by improve- 
ments in living and employment con- 
ditions in others, and usually by social, 
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moral and physical environments op- 
erating together with other changing 
forces. 

If we will read the papers presented, 
and study the ideas advanced by the 
most careful and profound students of 
this subject during the last fifteen years, 
we will receive convincing evidence of 
the mutability of the conclusions in 
respect thereto. Inasmuch, then, as the 
issuance of insurance upon under-aver- 
age lives necessarily involves the placing 
of contracts which may continue for 
many years, what facts should be con- 
sidered and what sets of conditions 
should be fulfilled in order to ac- 
complish the desired results and do sub- 
stantial justice to, and treat in equity 
all parties concerned? In our search 
for further light upon these questions, 
let us consider a few phases of the sub- 
ject. 


be THE first place, we should have a 
well defined concept of the distinc- 
tion between standard and sub-standard 
business, and as an aid in the formation 
of this fundamental concept I shall 
make use of a term which permits us 
to represent graphically the distribu- 
tion of lives in the standard group, and 
in the various sub-standard groups. 
This is the uniquely expressive term 
“Border Strip” as a substitute for the 
more commonly used term “Border 
Line.” 

Let us form a mental picture of a 
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series of equidistant vertical lines with 
each line parallel to a standard vertical. 
The strips between the lines will rep- 
resent the relative positions of groups 
of lives which have been classified on 
the basis of prospective mortality, and 
the standard vertical will represent the 
mortality experience which any com- 
pany is seeking to obtain. With this 
mental picture before us, it will be ap- 
parent that the so-called “Standard” 
lives will not all be located on the 
standard vertical, but will be distributed 
over two strips, one lying on either side 
of said vertical. In the strip on one 
side will be found the groups of lives 
whose mortality experience is expected 
to be more favorable than that of the 
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larly known as the rejected border line 
cases. It is in this strip that we find 
our first group of under-average lives. 
The assumed average mortality as a 
percentage of the company’s standard 
would be 137% percent. The succes- 
sive strips contain those groups whose 
relative distances from the standard are 
dependent upon their respective de- 
grees of departure from the company’s 
standard when they have been classified 
on the basis of mortality ratings. 

In the second sub-standard group, 
the average mortality as a percentage of 
the company’s standard would be 162% 
percent, and in the third group, 187% 
percent. This distribution makes allow- 
ance for classes differing by 25 percent, 
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groups on the vertical standard; in the 
strip on the other side, are the groups 
whose mortality experience is expected 
to be less favorable than the company’s 
standard. 


OR the purpose of this discussion, 

we shall therefore define “Standard 
Lives” as all lives, or groups of lives, 
which lie within the two vertical lines 
adjacent to, and on either side of the 
standard vertical. “Sub-standard Lives,” 
in like manner, will be defined as all 
lives, or groups of lives, which lie be- 
-yond the vertical bounding standard 
lives on the right. It will be imme- 
diately evident that the width of the 
strips including standard lives will de- 
pend upon the individual company’s 
rules regarding approvals. It is also 
apparent that the space including sub- 
standard lives may be subdivided into 
such number of strips as will provide 
for the various groups whose prospec- 
tive rates of mortality differ from the 
company’s standard by certain limits, 
as for example—In the first strip all 
those rating from 125 percent to 150 
percent above the company’s standard; 
in the second, those from 150 to 175 
percent; in the third, those from 175 to 
200 percent, and so on, if a greater de- 
parture from standard would be con- 
sidered for any plan of insurance. The 
under-average lives in each of these 
strips should be so distributed as to 
maintain the average experience which 
is anticipated when the lives are as- 
signed to the particular strip. There- 
fore, we will keep in mind mid vertical 
lines which represent the standard of 
the strip under consideration. 


he THE strip adjacent to the one 
in which the less favorable standard 
groups are included will be found lives 
which would be rejected by most com- 
anies doing standard business only. 
his group is composed of those popu- 





so that the standard for each group 
would be separated by distances repre- 
sented by variations of 25 percent from 
the company’s standard. There is no 
fixed standard applicable to all com- 
panies, but with any individual com- 
pany there would be found in the suc- 
cessive strips the groups which cannot 
be insured on standard policies at 
regular rates, and thus we have the 


‘classified groups of under-average lives 


which present the problem that is be- 
fore us for discussion. With this pic- 
ture in mind, I wish to direct your at- 
tention to what I shall call group 
selection and show the relation of such 
selection to the solution of the problem 
of insuring under-average lives. 


Eh very nature of the daily routine 
work of passing upon applicants for 
insurance tends to the habit of consid- 
ering cases individually. This, of 
course, is important in itself, but it is 
likewise of consequence that the indi- 
vidual be considered as belonging to a 
group. If, for example, a company 
should approve for insurance a dispro- 
portionate number of lives which fall 
near the right side of the strip of stand- 
ard lives, it would fail to secure the 
average which it is seeking. The re- 
sult would be that the company’s mor- 
tality experience would be less favorable 
than the standard sought. On the other 
hand, if more lives fall to the left side 
of the standard strip than to the cor- 
responding right side, the company 
would be placed in the position of mak- 
ing its aggregate selection more severe 
than it had intended, 

It must be kept in mind that all 
lives, or groups of lives, in any strip 
are not of the same value when meas- 
ured by anticipated mortality experi- 
ence. There will be what are usually 
called border line cases in each of these 
strips, and if there is not a nice dis- 
tribution of the different classes within 


the strips, disastrous results are very 
likely to follow. Let us, for example, 
take the case of a company doing a 
very large business among employes 
in a certain occupation, and that these 
employes, because of occupation, are 
rated at 145 percent of the company’s 
standard. If risks are being classified 
in a group from 125 to 150 percent, and 
the group is filled up largely by lives 
rated at 145 percent, the company cer- 
tainly will not secure the average sought 
for in the group. 

Of course, the medical man is more 
likely to think chiefly of individual 
cases which come before him, but it 
must devolve either upon him or upon 
someone else who has responsibility in 
the matter of selecting risks to make a 
mental, if not a tabulated group pic- 
ture of the results of total selections. 


F a company proposes to do a sub- 

standard business, the same thought 
must be given to the selection of groups 
and to the distribution of lives within 
the groups as is devoted to the subject 
by the company doing standard busi- 
ness only. It is in no sense necessary 
that a company insuring under-average 
lives should accept lives located in all 
the different strips, but it is necessary 
that there be such a distribution of lives 
in each classification as will result in 
maintaining the average sought for. 

This phase of the subject will prob- 
ably be more apparent when we con- 
sider that it is imposible to exercise a 
greater degree of refinement in select- 
ing among groups of under-average 
lives than among groups of average 
lives. We must, therefore, select these 
groups on the basis of reasonable vari- 
ations below and above interval stan- 
dards, and if the sub-standard lives are 
not properly distributed in the various 
groups, the company’s assumption as 
to future mortality on its sub-standard 
business will not be realized. 

Let no one assume that lives can be 
assigned to groups as indicated in the 
strips to which reference has been made 
by merely examining into the aggre- 
gate mortality over a period of years. 
Such a procedure would entirely ignore 
and overlook the fact that the incidence 
of the probable extra mortality is of as 
, ohm importance as the amount of it. 

ny life insurance premium is funda- 
mentally a function of the incidence 
of mortality, and consequently, the re- 
serves are likewise dependent upon the 
course of the mortality curve among 
the lives under consideration. In order 
to assign a life to a group, we must be 
able to place it in a class for which the 
mortality can be predetermined with 4 
sufficient degree of accuracy so as [to 
permit of the calculation of the death 
strain. 


T is necessary to know the prob- 
ability of death during each year, and 
not merely the prospect of longevity. 
The death strain, for which provision 1s 
to be made, depends not only upon the 
average mortality over a period of years 
but more especially upon the path © 
the mortality curve during the period 
(CONTINUED ON PAGE 37) 
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The Part- Timer and His Place in the Business 


By R. W. STEVENS 


HOSE of you who have concerned 
Bi yourselves about the part-time 

agitation are of course aware that 
it is only in the larger cities that his 
employment is especially condemned 
and criticized and that the chief and 
strongest argument urged against him 
is that he does not know the life insur- 
ance business well enough to give that 
expert advice and insurance service 
which the prospective applicant needs 
and should receive. 

If you have followed the public ut- 
terances of those who advocate the 
elimination of the part-time agent you 
are also aware that they are not op- 
posed to his employment in the smaller 
cities and towns because, as they naively 
say, a life insurance agent would starve 
in a rural community unless able to 
supplement his insurance income by 
some other employment. 

Now, as a matter of justice, will you 
please tell me why the insurance appli- 
cant in Chicago or New York is en- 
titled to more expert advice or better 
insurance service from your agent and 
your company than the farmer at the 
country crossroads? If it is wrong for 
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you to accept business from a part-time 
agent in Chicago or New York, isn’t 
it equally wrong for you to issue a 
policy to a farmer whose application 
has been secured by a part-time banker, 
lawyer, teacher or business man who is 
merely supplementing his ordinary in- 
come by acting as your agent? 

Any company whose agents in the 
larger cities publicly proclaim against 
the employment of intelligent and legi- 
timate part-time men, which does not 
either repudiate the activities of such 
agents, or discontinue the employment 
of part-time men in rural sections, must 
stand convicted of hypocrisy, and a 
willingness to flimflam its small town 
and rural policyholders, 


OME of us may think that we know 
what a part-time agent is; but I 
challenge any of you to give a defini- 
tion of the so-called full-time agent, the 
strict application of which would not 
disrupt your own agency organization. 
A few years ago the Chicago Asso- 
ciation of Life Underwriters was not 
only stirred but torn by the agitation of 
the part-time agent question, and as a 
member of that association, believing 
that the proponents of full-time require- 
ments were actuated by hich motives 
and honestly desirous of setting up such 
a standard for membership as would 
eliminate from the organization men 
who were not seriously in the life in- 
surance business, or well qualified by 
knowledge andl practice to engage in it, 





{ submitted a resolution to the effect 
that no agent should be permitted to 
join the association whose annual paid- 
for production of new life insurance 
was less than $100,000, 

Much to my surprise, the suggestion 
that a standard of new insurance pro- 
duction should be set up to determine 
a full-time agent met with no favor 
because, as I was assured, such a re- 
quirement for membership would prac- 
tically defeat the purposes of the asso- 
ciation. 


INCE that experience I have pon- 

dered long and often as to what a 
full-time life insurance agent really is, 
within the meaning of those who so 
glibly condemn the employment of the 
so-called part-timer; and though I have 
sought diligently for a satisfactory an- 
swer, I am not able to give it to you 
today. 

Some of the most talkative denounc- 
ers of the employment of the so-called 
part-time man have answered me that 
a whole-time agent is one who when 
and if he does work devotes himself 
entirely to the solicitation of life in- 
surance; but, when I have asked as to 
the measure of time emnvloyved and the 
amount of new insurance written which 
should fairly determine the full-time 
agent, no figures have been given. 

One sturdy and conspicuous opponent 





tical men we must not lose sight of the 
fact that where there is one man who 
carries or is able to carry such an 
amount of life insurance as requires 
expert advice as to its arrangement 
there are one thousand insurance pa- 
trons and prospects whose means permit 
them to pay for such an amount only 
as will in the event of death cover their 
debts and the expenses of a decent 
burial. 

Eliminate all the $5,000-and-under 
policyholders in this country and there 
would be but little left of the life in- 
surance business. 


HE greatest evils which infest our 
business considered from the sell- 
ing side do not result from the ineffi- 
ciency or the ignorance of those who 
have been commissioned as agents; 
and I hold that under modern insurance 
conditions no policyholder, actual or 
prospective, can be materially injured 
by an honest, ignorant agent. The 
smart well-trained but unscrupulous 
salesman, the man who is in the insur- 
ance “game,” the fellow who can pass 
every test that may be required except 
that for moral fiber, that’s the man both 
companies and policyholders must be 
warned against. 
I am sincerely and unalterably op- 
posed to the employment of the illegi- 
mate part-time man, the man whose 





R. W. Stevens, vice-president of the Illinois Life of Chicago, is head of 


the agency department of that company. Mr. Stevens is one of the most virile 
and able of western company executives. He has some pronounced ideas on 


the subject of part-time men. These he has given in the subjoined paper. 





of the part-time agent told me that his 
company would not relicense any agent 
who failed to produce during his con- 
tract year as much as $300 in new pre- 
miums. 

“The part-time agent must go,” said 
the agency organ of a prominent com- 
pany early this year, and as an earnest 
of its intention to eliminate him it 
stated: 

1. No man licensed in 1920 who 
produced no business will be relicensed 
this year. 

2. Only a few men will be relicensed 
who produced less than $10,000—each 
case on its own merits. 

Shade of Sisyphus! If an annual 
production of as much as $10,000 of 
new insurance, or $300 in new premiums 
are the standards by which the full-time 
life insurance man is to be determined, 
let’s bury this part-time stone and stop 
the foolish labor of its pushers. 


S A FAIR question, is there any 

good reason why an _ intelligent 
and ambitious man whose chief occu- 
pation is a clerkship, practicing law, 
teaching school or running a bank 
should not learn during his spare time 
as much about the fundamental prin- 
ciples and functions of life insurance as 
is necessary for the proper presentation 
of our policies? Is the test of one’s 
knowledge of life insurance and his 
ability to properly advise as to its pur- 
chase merely that he has no other occu- 
pation than life insurance? Do we sub- 
scribe to the doctrine that the loafer 
can by taking a life insurance agency 
and occasionally trying to sell a life 
insurance policy acquire standing as a 
useful citizen of the stamp approved by 
life insurance companies? But why 
press such questions further? 

Life insurance service can and should 
be made more efficient through home 
office instruction and individual study 
even when opportunity for part-time 
employment only is offered, but as prac- 





contract is merely a cloak to conceal a 
rebate or other advantage or benefit to 
the insurance applicant; but, as regards 
the intelligent and legitimate part-time 
man, the man who honestly creates and 
closes business, the compensation paid 
for which is received by and retained 
by him, I stand squarely for his em- 
ployment. 

First, because he carries the benefits 
of life insurance to people and places 
that would never be reached if life in- 
surance service to them should be made 
entirely contingent and dependent upon 
the visit of a whole-time life insurance 
man; second, because he is a necessary 
and valuable instrument for us to use 
in the extension of our business; and, 
third, because through part-time em- 
ployment ambitious and deserving men 
are given encouragement and oppor- 
tunity to learn our business and be- 
come valuable full-time agents without 
involving any finan-ial risk to either 
themselves or their companies, and we 
all know that large numbers of men 
who have entered the life insurance 
business on the part-time basis have 
achieved honorable distinction and last- 
ing success in life underwriting. 


Te THOSE of us who develop our 
sales organizations from the raw 
material instead of preying upon the 
agents of other companies the question 
of the employment or the non-employ- 
ment of honest, legitimate and intelli- 
gent part-time men is purely and solely 
one of business expediency and finan- 
cial profit. If part-time men are profit- 
able as agents to your company, and to 
mine, we are going to employ them; 
if they are not profitable, we will dis- 
continue their employment—if we are 
fit to hold our managerial jobs. 

For too long has it been the fashion 
for life companies and their agents to 
befoe and befuddle the insurine public 
with irrational ratios, confounding 
comparisons, meaningless maunderings 


about mortality savings, interest earn- 
ings, reserve requirements, expense 
limitations and net-cost forecasts, and 
now in the face of the tremendous im- 
petus given our business as the result 
of the war and the flu when our people 
supremely confident in the integrity and 
impregnability of our legal reserve life 
insurance system, are wanting insur- 
ance for the real reason that life in- 
surance should be carried—the protec- 
tion of the beneficiaries under the policy 
—it certainly is a shame that some life 
insurance men and organizations are so 
shortsighted as to be sowing the best 
possible seed for the “twister” by mak- 
ing a public issue of the so-called part- 
time agent question, leading the layman 
to believe that there is something so 
subtle and intricate about the insuring 
of one’s life that his rights may suffer 
unless he transacts his business through 
a self-styled insurance expert. 


F EVER there was a fool-proof con- 
tract which without injury to any 
party at interest could be handled with 
imounity by those ignorant of its tech- 
nicalities it is a present-day standard- 
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ized and legalized life insurance policy 
issued by a reputable and responsible 
life insurance company operating on the 
legal reserve plan. 


Y conception of life insurance is 

such that I believe its benefits 
should be made universal, and that any 
attempt made to restrict the extension 
of this business through the curtailment 
of the employment of honest sincere 
men, no matter how feebly they may 
advance the cause, means a blow to 
society and to the boasted humanitar- 
ian claims of our calling. - 

In America, where attainment of am- 
bition is limited only by individual in- 
dustry, and ability, shall life insurance, 
the most beneficent of our institutions 
close its doors against the man_who 
hopes to advance socially and finan- 
cially by learning during his hard- 
earned spare time how to sell life i- 
surance? 

I say No—and that so long as the 
Stars and Stripes shall stand for Jus 
tice, the promotion of the general wel- 
fare of our people and the securing 0! 
the blessings of liberty to ourselves and 
our posterity, no truly American lite 
insurance organization will dare deny 
to the honest, intelligent and legitimate 
part-time agent the employment-right 
of extending, as best he may, the bene 
fits and the blessings of legal reserve 
life insurance. 
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RULES FOR THE INSURING 
OF SUB-STANDARD LIVES 


(CONTINUED FROM PAGE 34) 


covered. It is also imperative that those 
who endeavor to apply the result of 
mortality investigation not only ap- 
preciate and take into full account the 
incidence of mortality, but also that 
they understand its effect on different 
plans of insurance. I have endeavored 
to emphasize these points, inasmuch as 
they are of first importance in rating 
problems. Their consideration leads to 
the determination of the equipment 
necessary in order to undertake the 
insurance of under-average lives. 

The first condition that must be sat- 
isied is that the company must have a 
medical director and an actuary who 
have sufficient knowledge and skill to 
enable them to properly select business 
that is sub-standard, and then to classify 
it for the purpose of rate making and 
for the policy contracts. Such work 
requires that these officers have profi- 
ciency and skill of a very high order. 

Secondly, a company should have suf- 
ficient surplus to enable it to withstand 
greater yearly fluctuations in mortality 
than would be necessary if no sub- 
standard business is accepted. 

From the very nature of this busi- 
ness, it is reasonable to expect that 
more deaths will occur within the first 
policy years, and until the volume is 
sufficient, and the distribution broad 
enough to establish averages, consider- 
able fluctuations must be _ expected. 
These can be overcome, to some extent, 
by making the limits on the amount in- 
sured on any one sub-standard risk con- 
siderably less than upon a standard life. 


A THIRD prerequisite is that a com- 
pany should plan for this business 
far enough in advance so that a really 
scientific procedure of passing upon 
applications has been formulated and 
has been in smooth running order be- 
fore the actual work of selecting under- 
average business is begun. This last 
would involve modified rating systems 
under the close supervision of the heads 
of the departments concerned. My sug- 
gestion would be that any company 
expecting to enter this field should first 
prepare for it by adopting a modified 
rating system for standard business, 
and by classifying all applications re- 
ceived for a considerable period of time 
so as to gain some familiarity with 
methods which must be used when the 
sub-standard field is entered. It will be 
found that ideas relative to the value of 
risks will gain definiteness through 
such work and as a result, a studiously 
Progressive attitude toward problems 
of selection will be attained. 

Just here another word of caution 
should be spoken. The numerical rat- 
ing system, as generally understood, is 
full of pitfalls for the unwary, and com- 
mon sense, combined with practical ex- 
perience, must be used in connection 
therewith. As a further warning against 
the misuse of such a system, I shall 
quote from a paper by its most prom- 
ment advocate: 

“I do not for a moment desire it to 
be understood that a numerical method 
is a cure for all ills. The automatic ap- 
plication to all cases of any numerical 
rating would undoubtedly work harm 
m individual instances because it does 
not make due allowance for the appli- 
cant's being a better or poorer risk than 
the average of the group which forms 
the basis for the mortality used in the 
humerical rating.” 


HESE words suggesting caution 
: in the use of any numerical system 
‘Or passing upon applications are very 
mportant. The combined judgment of 
an actuary and medical director should 
be had in determining combinations of 
merical factors that are to indicate 
—s desirability or undesirability of ap- 
ficants for insurance. Judgment of a 
a order is required if the life is 
early under-average in order first to 
Classify it, and then to grant suitable 
Msurance, 


It has been charged that if a com- 
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ORE than three-quarters of a century 
ago, in 1845, the Mutual Benefit Life 
Insurance Company was organized and estab- 
lished at Newark, New Jersey, as a purely 
mutual institution for the benefit of its policy- 
holders. It has grown steadily from year to 
year through periods of prosperity; through 
periods of uncertainty; through years of peace 
and through years of war. It came through 
the trying period of the great war, the influenza 
epidemic and the disturbing financial situation 
of recent months with no change in its regular 
dividend scale and with no insecurity or loss 
of confidence. Growing steadily and gaining 
in public favor the Mutual Benefit has built 
up a volume of considerably over 
$1,300,000,000 of life insurance in force, 
and since organized has paid to policyholders 


and beneficiaries over $490,000,000. 
The growth of the Mutual Benefit and the 


eae standing of the Company have resulted 
rom long years of continued adherence to the 
purpose of its founders so many years ago, 
namely, to issue simple, straight-forward polli- 
cies of life insurance at the lowest possible cost 
consistent with absolute security and liberal 
treatment of policyholders. Not only has the 
cost been low, but the service to policyholders 
and beneficiaries has been great as evidenced 
by the single fact that for over twenty years 
past this Company has paid 4.7% interest on 
funds held for the protection of beneficiaries 
under income options. Send for our leaflets 
“Security” and “A Record of Substantial 


Progress.” 
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pany does a sub-standard business, it 
is likely to place lives in the first strip 
of the sub-standard group which other- 
wise would have been placed in the 
extreme limits of the standard group. 
It does not occur to me that such a 
charge can be sustained if a company is 
making an intelligent and careful selec- 
tion of its business. It might, with 
equal propriety, be stated that a com- 
pany doing sub-standard business 
would make similar mistakes in its 
assignment of various groups of under- 
average lives. 


HE underlying reasons for present- 
ing this picture of strips in which 
fall various groups are the following: 

First, it is impossible to make any 
more than a close approximation to the 
expected mortality among standard 
lives; and it is likewise equally impos- 
sible to classify under-average lives ex- 
cept within reasonable limits. 

Second, as a practical matter, it is 
not feasible to have such an elaborate 
system of classifying risks and charg- 
ing premiums as would include an un- 
limited number of classifications. 

Third, in summing up the results of 
the selections which any company has 
made, so as to determine whether a 
proper distribution has been made, it is 
primarily essential that these lives and 
groups of lives be divided into sections 
so that each group may be studied in- 
dependently. 

Fourth, in planning for investigations 
of combined mortality experience, 
which we are bound to do if we assume 
a progressive attitude toward our work, 
it is practically necessary that we have 
classifications to work with which are 
units in themselves. 

Finally, through this medium of a 
mental picture, I have sought to empha- 
size the importance of thinking of 
groups of lives and to depict a 
composite sketch which is the result 
of an ideal selection; a picture so filled 
with lives and groups of lives that a 
perfect balance is secured; a_ sketch, 
ever in the making, but always taken 
from and added to in such a manner 
that the balance is maintained; a distri- 
bution of standard lives, or sub-stan- 
dard lives, or both, so that each group 
is properly placed in respect to its com- 
plimentary group, and so that the total 
will result in the company’s attaining 
approximately its assumed standard for 
any group. 


T MIGHT appear to be quite un- 

necessary to direct the attention of a 
body of this character to the social 
phase of this question. Of course, no 
class of men can so fully appreciate 
the benefit of life insurance, or so 
deeply deplore the unfortunate condi- 
tion of those who cannot be accepted 
into company membership, as those who 
are engaged in the business of insuring 
lives. Therefore, our point of view in- 
cludes the important observation that 
we desire to take into our companies 
all those who can be safely insured, in 
justice and equity to all other members. 

We are fully cognizant of the fact 
that national welfare is related in many 
vital points to the correct administra- 
tion of life insurance, and in taking any 
important step, we must realize the sig- 
nificance of what we do. Undoubtedly, 
large classes of under-average lives can 
be safely insured, but the difficulties of 
the problems connected therewith fur- 
nish a sufficient reason why partially 
worked out and poorly advised at- 
tempts in this field should not be under- 
taken. Unless a life insurance company 
is sO equipped that it can properly 
classify under-average lives, it should 
not attempt to issue insurance on a 
sub-standard basis. Failure along this 
line will certainly result in a condition 
which is very much worse than at 
present when very few companies are 
in the field. 


HAVE a firm conviction that the 
companies in this convention will 
find that, as the years go by, this prob- 
lem of insuring under-average lives will 
become increasingly pressing and that 
its ultimate solution will be necessary. 





This conclusion is reached not only 
from considerations of individual com- 
pany management, but also from the 
broader view of serving the life insur- 
ance needs of the people through pri- 
vately managed companies. We must 
extend our services and grant protec- 
tion to as large a number of people as 
possible, but we cannot afford to im- 
pair our standard or hazard our reputa- 
tion in so doing. At the present time, 
there are no companies which can do a 
sub-standard business with anything 
like the same degree of confidence and 
satisfaction as they have in conducting 
standard business. They simply do not 
know as much about it. 

Haphazard attempts to do a _ sub- 
standard business will result in shaking 
public confidence in the ability of life 
insurance companies to select business. 
The absence of any semblance of uni- 
formity in the ratings of different com- 
panies now issuing sub-standard policies 
is constantly brought to our attention 
by agents. Many of these men are be- 
ginning to think that policies can be 
secured on very poor risks, if they are 
lucky in their brokerage arrangements. 
As a by-product of such practices, 
agents who are in the process of devel- 
opment, but who are inexperienced, are 
sometimes discouraged and ruined. Ar- 
rangements for the reinsurance of all 
policies on wunder-average lives are 
nothing more than make-shifts. 


BELIEVE that this convention, with 

all its ability and influence and with 
the advantage of the size which it has 
attained, could attack this problem 
through a properly selected committee, 
and in a very few years make such sub- 
stantial progress as would enable it to 
lay a foundation for the insurance of 
under-average lives which could be built 
upon and finally developed into a recog: 
nized standard. It is a task which chal- 
lenges us. Its completion would remove 
one of the most perplexing difficulties 
before our companies. The united and 
whole-hearted co-operation of the com- 
panies in this convention would be re- 
warded by one of the greatest forward 
movements in life insurance in a decade. 

I am fully aware of the difficulties 
and limitations with which such a com- 
mittee must contend. We need a wealth 
of experience for analyses and by se- 
curing the combined experience of 
American Life Convention companies, 
we would ultimately obtain tables of 
great value and could together accom- 
plish more in a few years than any in- 
dividual company could do in half a 
century. 


HE report of such a committee 

would furnish simply a basis upon 
which to start, but its report could give 
all of our companies such instructions 
in reference to preparing data for 
further use as would enable us 
to combine our experience for in- 
vestigation purposes. In this manner, 
we could construct actual experience 
tables, which would be kept up-to-date 
and modified as conditions justified. 
This convention has the opportunity to 
begin a work which would ultimately 
remove this problem from its present 
chaotic and unsatisfactory condition to 
a position under which practical uni- 
formity of treatment would be accorde 
all lives of the same degree of impair- 
ment, and thus give the members of 
the convention the privilege of extend- 
ing their field of operations, if they 
should desire to do so, through plans 
carefully worked out, but subject to 
revision whenever more information 
has been accumulated. Sueh a move- 
ment appeals to me as being in the 
right direction when seeking a solu- 
tion of the problem of insuring under- 
average lives. 


General Counsel William Bro Smith 
of the Travelers is one of the finished 
pipe smokers of the Legal Section He 
is second only in his appearance ° 
quiet satisfaction to President Wm. | 
Hunt of the Cleveland Life, whose p'pe 
is his constant companion. 
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The Incontestable Clause in Illinois 


BY L. A. STEBBINS 


N Feb. 20, 1918, the Supreme Court 
O of Illinois handed down its opin- 
ion in the case of Monahan vs. 
Metropolitan Life (283 Illinois, 136), 
(119 N. E., 68), (L. R. A. 1918-D, 1196). 
In this opinion it is held, in substance, 
that the death of the insured does not in- 
terrupt the running of the period fixed by 
an insurance policy after which it will 
be incontestable. 


N other words, according to this opin- 

ion, the contestable period runs right 
on after the death of the insured the same 
as before his death. To put a hypotheti- 
cal case, if a policy is obtained by the 
grossest fraud on the first day of Janu- 
ary, 1921, and the insured dies on the 
second day of the month, of the disease 
fraudulently concealed on the first of 
January, and if the company has a per- 
fect defense on the date of the death of 
the insured, unless that defense is inter- 
posed by the company on or before the 
second day of January, 1922, the perfect 
defense that the company had at the date 
of the death of the insured is lost. 

It has always seemed to the writer, 
and to the knowledge of the writer, it has 
always seemed to many other members of 
the bar, that this holding was and is 
fundamentally erroneous. 


N the Monahan case, the company in 

the trial court had defended upon the 
ground that the policy was obtained by 
fraud. The case was tried three times. 

—_ the first trial the beneficiary pre- 
vailed. 

Upon the second trial the company pre- 
vailed, but the judgment was set aside 
by the Appellate Court (Monahan vs. 
Metropolitan Life, 180 Ill. App., 390). 

Upon the third trial the beneficiary pre- 
vailed, 





Upon an appeal from the third trial 
to the Illinois Appellate Court, the only 
questions considered were questions of 
fraud, warranty and estoppel. No ques- 
tion was considered as to the force and 
effect of the incontestable clause. 

Upon appeal to the Supreme Court, 
therefore, all that that court needed to 
decide, if the opinion of the trial and the 
Appellate Courts was correct, was that 
there was no fraud in procuring the 
policy, whereupon, the opinion of the Ap- 
pellate Court would necessarily be 
affirmed. 


TUT 
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OW, note. In the opinion as orig- 

inally handed down occurred the fol- 
lowing sentence, “We have no doubt that 
an institution (The Metropolitan) which 
has shown such zeal and skill in resisting 
the payment of its obligations, would ex- 
perience no great difficulty in discover- 
ing a remedy under such facts as it as- 
sumes in the illustration it makes use of 
in argument.” 

The Honorable and learned Justice of 
the Supreme Court of Illinois, claimed to 
know de hors the record that this com- 
pany used “great zeal and skill in resist- 
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N the Supreme Court, however, no con- 

sideration whatever was given to the 
questions considered by the Appellate 
Court. The only question considered by 
that court was the force and effect of 
the incontestable clause, and while this 
point had been made in the assignments 
of error, and while it had been discussed 
to some extent in the briefs, it had not 
been argued at length and had not been 
regarded as a feading point in the case 
and therefore counsel for the Metropoli- 
tan were taken by surprise when the 
Supreme Court gave no _ consideration 
whatever to the questions discussed by the 
Appellate Court but proceeded to consider 
only the question of the construction of 
the incontestable clause. 
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ing the payment of its obligations.” 
Observe—the language assumes that the 
policies referred to are in fact just obli- 
gations of the company which it uses 
“zeal and skill” to resist the payment of! 

The criticism, to all those who know the 
Metropolitan, is of course, unjust, untrue 
and entirely unwarrantable! 

Upon petition for a re-hearing, and to 
modify the opinion filed by counsel for 
the Metropolitan, the petition was over- 
ruled, but the sentence above quoted was 
stricken out by order of the court and 
does not appear in the opinion as pub- 
lished in the Illinois reports. 


i IEN something happened! 


By order of the Supreme Court, a 


It Issues 


and Company. 


Home Offices: 


sentence of no particular importance on 
page 139, of the 283rd volume, was cut 
from the plate and the following sentence 
was inserted in lieu thereof : 

“As this policy was issued before the 
passage of the act regulating conditions 
and provisions of life insurance policies, 
the question whether a different rule of 
construction applies where a statute re- 
quires the insertion of specific language 
in a policy, is not presented.” 

A further change was made in the 
opinion on page 141 by inserting the 
words, “under this particular clause” so 
that the sentence reads in the bound vol- 
ume, “In case of a breach of warranty 
under this particular clause, the insurer 
must assert its claim within the two year 
period, whether the insured survives that 
period or not, either by affirmative action 
or by defense to a suit brought on the 
policy by the beneficiary within the two 
years.” 

These changes it will be observed, seem 
to leave the door open to a different rule 
where the language of the incontestable 
clause is prescribed by statute. 


HIS question next came before the 

Supreme Court of Illinois in the case 
of Ramsay, administrator, vs. The Old 
Colony Life (297 Illinois, 592). 

In this case, the writer, Wh the as- 
sistance of other counsel, undertook the 
task of attempting to induce the Supreme 
Court to reverse itself in the Monahan 
case, or at least to hold that the doctrine 
of that case had no application to policies 
issued after the enactment of the policy 
provision law, fixing the language of the 
incontestable clause. 


N the Ramsay case, the company filed 
a plea showing the procurement of the 
policy by the grossest of fraud. The ad- 
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Mont Blanc in Texas 









Te? the average person Mont Blanc is the 
name of a lofty, magnificent example of 
nature’s wonders; a solemn, aloof monument, 
wrapped in solitary, grandeur and remote 
from any thought of the intimate, humdrum 
affairs of man. 











Yet, upon examination, we find it to be the 
home of a happy industrious race of people. 
They cultivate its fertile valleys, graze their 
stock upon its hillsides, harness its water power 
f and live all over it—drawing on its resources 
in the same matter-of-fact way that people all 
over the world take their rightful gain from 
whatever sources are legitimately available. 






































Here in Texas we have the Great Southern 
Life, a Mont Blanc among life companies. 
Broadly based on sound financing and wise 
management, it towers high in business 
written and ideals of service. 


Yet agents live with it intimately ‘and profit- 
ably. They utilize its prestige, liberal policy 
forms and fair, equitable treatment of policy- 
holders with the same readiness that those 
who live on the sides of Mont Blanc draw 
on its natural resources. 
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ministrator demurred to the plea, the 
demurrer was sustained and judgment 
was rendered against the Company solely 
upon the ground that the defense of 
fraud was barred by the incontestable 
clause. The policy was issued on the 
seventh of September, 1916. The insured 
died on the thirteenth of April, 1917— 
seven months and six days thereafter. 
No administrator was appointed for the 
estate of the insured until July 1, 1918, 
one year, two months and seventeen days 
after the death of the insured, and nine 
months and twenty-three days after the 
expiration of the one-year contestable 
period named in the policy. Suit was 
commenced on the seventh of November, 
1918, one year, six months and twenty-five 
days after the death of insured and one 
year and two months after the expiration 
of the contestable period named in the 
policy. The plea of the company to which 
the demurrer was sustained, was filed 
May twelfth, 1919. 


(> this policy was payable to 
the estate of the insured, and no bill 
to cancel the policy could possibly have 
been filed by the company during the 
contestable period for the reason that no 
administrator was appointed. There was 
no one in being that could be sued until 
nine months and twenty-three days after 
the expiration of the contestable period. 

The case had been through the Ap- 
pellate Court of Illinois before it reached 
the Supreme Court, and the judgment 
against the Company had been affirmed in 
a short and somewhat perfunctory opinion, 
which relied entirely upon the precedent 
of Monahan vs. Metropolitan Life. 

The Supreme Court affirmed the judg- 
ment against the company, holding that 
the company was barre@, by the incon- 
testable clause. ‘ 

The court then proceeds to discuss the 
case of Ebner vs. Ohio State Life (121 
N. E. (Ind. App.) 315), and regards this 
as a precedent for the right of the com- 
pany to file a bill in chancery to cancel 
a policy after the death of the insured, 
but we are still left in doubt as to exactl 
when or under what circumstances suc 
a bill may be filed. 


OW observe, I have pointed out that 

in the Ramsay case there was no one 
in being during the contestable period 
against whom a bill could be filed to can- 
cel the policy. How then, does the court 
dispose of this point? It disposes of it 
as follows: 

“The death of the insured within the 
year did not remove the contractual limi- 
tation upon the right of the company to 
contest its liability on the policy, but the 
fact that without the fault of the company 
there was no party in existence against 
whom it could begin suit, and that it had 
no power to have an administrator ap- 
pointed for that purpose, suspended the 
operation of this provision until an ad- 
ministrator was appointed.” Page 603. 


HE POLICY PROVISION LAW of 

the State of Illinois, of 1907, which 
took effect January 1, 1908, and which 
contains the incontestable clause passed 
upon by the Supreme Court in the Ram- 
say case, was drafted under the super- 
vision of the Insurance Department of 
the State of Illinois. That that Depart- 
ment did net contemplate any such con- 
struction is evidenced by the fact that an 
amendment to the Policy Provision Law, 
drafted under the supervision of the same 
department was promptly introduced into 
the General Assembly of the State of 
Illinois, after the decision in the Ramsay 
case, and was promptly passed by the 
General Assembly, which makes the in- 
contestable clause now read as follows: 

“Shall be incontestable after it shall 
have been in force during the lifetime of 
the insured for two years from this date,” 
etc. 

This wipes out the effect of the decision 
in the Monahan and Ramsay cases, so far 
as policies issued in the state of Illinois 
are concerned after the enactment of this 
amendment but, of course, leaves the doc- 
trine of the Monahan and Ramsay cases 
in full force and effect as to policies 
issued prior to this amendment. 





HAT then, is the exact condition of 
‘¥ the law in the state of Illinois on 
subject? It would seem te be as fol- 
ows: 
_ The contestable period named in the 
incontestable clause runs right on after 
the death of the insured, except where the 
policy is payable to the estate of the in- 
sured and no administrator is appointed, 
in which event the running of the period 
is suspended until the administrator is 
appointed. 

_The company must interpose its defense 
either by plea or answer in an action at 
law brought by the beneficiary or by bill 
in chancery during the contestable period. 

Failing to do so, it has lost its defense. 

What other exceptions, if any, are to be 
read into the incontestable clause, in ex- 
ceptional situations where the company 
cannot file a bill in chancery, as for ex- 
ample, where no suit at law is brought on 
the policy by the beneficiary during the 
contestable period and the beneficiary can- 
not be found, and therefore no bill can 
be filed against him or her, we do not 
know. 
_ As to when the bill can be filed, whether 
immediately after the death of the insured 
or at the end of the contestable period, no 
suit at law having been brought, we do 
not know. 


| N this condition of the law exactly what 
are the companies to do? 

_ The answer is obvious. File your bill 
in chancery to cancel the policy immedi- 
ately upon the discovery of the fraud. 
You do not know certainly whether you 
can maintain it or not unless you wait 
until the time when the contestable period 
is about to expire, but don’t take any 
chances on waitings! File the bill in any 
event! You may be defeated upon the 
ground that you filed your bill prema- 
turely, but file it nevertheless! Take no 
chances on waiting. 


J. L. Shuff Represents 
The National Association 


OHN L. SHUFF of Cincinnati, presi- 

dent of the National Association of 
Life Underwriters, arrived in Indian- 
apolis in time to listen to the address of 
Charles Jerome Edwards of Brooklyn, ex- 
president of the National Association, 
Wednesday afternoon. ~ 

He was called to the rostrum and made 
a few pertinent observations. He said 
that agents should not use the hammer. 
Selfishness he said, is the curse of the 
world. In the old days home companies 
tried to get legislation passed to keep 
other companies out of the state. Now 
they want all companies in. Mr. Shuf 
said that friendliness should be in the 
mind of all in the business. He spoke 
fervently of the late President J. R. Clark 
of the Union Central of which he is the 
home office manager. Mr. Clark, he said, 
had a great love for his agents. The 
assets were insignificant in comparison 
with the salesmen. Mr. Shuff urged of- 
ficials to give unbounded confidence to 
their agents. Nothing should be promised 
that can’t be given willingly. Continuing 
Mr. Shuff said: 

“Perhaps some companies are trying to 
do too much business. It is very easy t0 
get too much. You should cultivate 4 
loyal and efficient body of agents. They 
should be guided and trained in the right 
way. The agency force can do much to 
defeat hostile legislation. The agents are 
in personal contact with legislators. | 

“Many years ago life companies of In- 
diana were attacking one another with 
pick axes. Now, while competitors, they 
are cooperating. Don’t antagonize the 
other fellow. Every company should 
have its agents join the underwriters 45 
sociation. No man can go it alone suc 
cessfully. The association membership 
has fallen off because of business com 
ditions. We need your help to bolster ™? 
our membership. Get rid of the twistel 
I despise him. Don’t be led by the siren 
voice of bank connections through term 
life insurance joined with savings 
posits. This scheme will undermine you" 
business.” 
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Applications for Reinstatements 


HE subject of reinstatement is one 
T which the present industrial depres- 
sion, and even more the revival which 
must inevitably follow, will compel us 
all increasingly to consider. Its problems 
are num@érous. This discussion will be 
confined to One which is, it seems, pre- 
liminary to the others, and fundamental, 
the approval by the company of applica- 
tions for reinstatement. 
lt may be assumed that practically all 
policies now being issued contain a clause 
which would satisfy the statutory require- 
ment of many states, of which the lan- 
guage of Section 101 of the New York 
Insurance Act is typical: 

“10.. A provision that the holder of 
the policy shall be entitled to have the 
policy reinstated at any time within 
three years from the date of default 
unless the cash value has been duly 
paid, or the extension period expired, 
upon the production of evidence of in- 
surability satisfactory to the company 
and the payment of all overdue pre- 
miums and any other indebtedness to 
the company upon said policy wtih in- 
terest at a rate not exceeding six per- 
centum per annum payable annually.” 


NDER such a provision the lapsed 

policyholder has a right to reinstate- 
ment upon two conditions, payment of 
arrears and “the production of evidence 
of insurability satisfactory to the com- 
pany.” It is with the satisfaction of these 
conditions that we are here concerned, 
to ascertain when and how an attempted 
reinstatement becomes effective, and con- 
versely when and why an application for 
reinstatement may be refused by the com- 
any. 
' It has been contended that upon the 
insured’s proffering compliance with the 
two conditions of reinstatement the in- 


BY H. C. BATES 


sured is at once covered whether or not 
the company has acted on the application, 
in other words that if the insured dies 
before action by the company, the insur- 
auce is nevertheless in effect. An ex- 
amination of the cases discloses that the 
contention is in general unsound, and 
that the approval of the company if prop- 
erly exercised is necessary to reinstate the 
contract. 


HE cases in which this question has 
been considered fall into two groups. 
In the first, payment of arrears has been 
made unaccompanied by any proof of in- 


pense account and at once wrote the 
msured that the money was not accepted 
for revival of the policy until proof of 
good health was furnished. No such 
proof was offered, and the insured died 
shortly thereafter. The premium was re- 
turned after the death of the insured. 


UDGE BROWN here succinctly states 
the principle of these cases: 

~ % there is no evidence of a 
waiver of the conditions of the policy. 
The defendant had a right to receive 
and hold it (the premium) awaiting the 
return of the health certificate. That 
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_Harry Cole Bates is connected with the legal department of the Metro- 
politan Life, New York, and in his address before the Legal Section gave 
an especially thorough review of the court decisions involving the question 
of the approval of applications for reinstatement. 
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surability, and the claimant has relied on 
the acceptance by the company of the pay- 
ment to prove waiver of proof of insur- 
ability and consequently of the forfeiture. 
This contention has been almost uni- 
formly disapproved: Nelson v. Mutual 

Life, 190 Pac. 927; Gould v. Equitable 

Life of N. Y., 231 N. Y. 208; Ronald 

v. Mutual Reserve Fund Life, 132 N, Y. 

378; Clifton v. Mutual Life, 845 E. 

817; New York Life v. Scott, 57 S. W. 

677. 

The Clifton case is typical. Here, after 
lapse in payment someone on behalf of 
the insured sent in the overdue premium. 
The agent of the company retained it, de- 
positing the remittance in a socalled sus- 
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not being forthcoming, the defendant 
properly returned the premium after 
the death of the insured. Receiving the 
premium under such circumstances is 
no evidence of a waiver.” 

In view of these cases we can conclude 
that a company does not commit itself, by 
accepting and holding an overdue pre- 
mium while awaiting a certificate of 
health, promptly demanded. 


E come then to the second class of 
cases where the insured has offered 
not only payment of arrears but certificate 
or report of good health, and the company 
has failed to act on the application. Here 
the rule may be stated that reinstatement 


is not accomplished, subject to exception 
under special circumstances. 

Butler v. Grand Lodge, 79 Pac. 861; 
Clark v. Metropolitan Life, 65 N. W. 1; 
Kennedy v. Grand Fraternity, 92 Pac. 
971; McCormick v. New York Life, 156 
Ap. Div. 406; Regan v. Prudential Life, 
33 Misc. 78; Sanders v. New York Life, 
IV A. L, C, Legal Bulletin No. 1 p. 10. 
In the McCormick case the insured paid 

arrears, submitted proof of health and 
died by suicide before notice of action of 
the company was given him. Claimant at- 
tempted to show that the application had 
in fact received approval in the office of 
the company before the attempted suicide. 
The court held actual approval necessary 
saying : 

“It is entirely immaterial what the 
defendant or its different departments 
may have done in the premises. When 
such application for reinstatement was 
received by the defendant and had been 
favorably passed upon by various de- 
partments of the defendant, the de- 
fendant still had the right as it did in 
this case to say that it would not accept 
the application for reinstatement 

My notion is that the contract 
for reinstatement of such policy did not 
become effective until it was approved 
by the defendant and the insured was 
notified of such approval.” 


HE rule that approval is necessary 
indicated here is subject to exceptions 
because of special circumstances. 
Prudential v. Union Trust Co., 105 
N. E. 505; Forney v. Fidelity Mutual 
Life, 124 Pac. 406; Gaskill v. Pittsburgh 
Life & Trust, 104 Atl. 775. 
In the Union Trust Co. case the action 
was on industrial policies with right of 
reinstatement. The arrears were paid and 
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medical examinations showing good 
health made and the reports forwarded. 
The insured died before the applications 
reached the home office. Recovery was 
allowed on the theory that the insured 
had done all he had to do to effect the 
reinstatement and that the company could 
not have refused it. This theory applied 
to industrial policies directly conflicts with 
the Regan case in New York cited above. 

In the Forney case the company as- 
serted the full arrears had not been paid 
and declined revival on this ground. 
After the death of the insured it was 
shown that the arrears had actually been 
paid in full but that the agent had failed 
to remit part of them to the company. 
The court allowed recovery holding the 
insured should not be penalized for the 
agent’s error or carelessness. 

In the Gaskill case, a remittance was 
sent on March 17th for a payment due 
March 15th. On request thereafter proor 
of health was furnished which was disap- 
proved for undisclosed reasons. The in- 
sured sued the company for breach of 
contract and recovered all premiums, on 
the theory that the forfeiture had been 
waived by the company. The question of 
waiver was submitted as a question of 
fact to the jury, and it is reasonable to 
assume that their verdict resulted largely 
from the company’s attempt to take ad- 
vantage of a two-day default. 


orc the insured has the right to re- 
instatement under the policy provision, 
it is obvious that the company’s discretion 
in passing on applications is limited. But 
since the evidence of insurability must be 
“satisfactory to the company” the com- 
pany apparently has some discretion. What 
then is the meaning of “satisfactory” in 
this clause? 

It can mean only that the company can 
disapprove an application for demon- 
strable reason, but not arbitrarily. 

Thompson v. Postal Life, 226 N. Y. 

363; Hissell v. Globe Mutual, 76 N. Y. 

116: Sussex v. Actna, 38 Ontario Law 

Reports 365, 33 D. L. R. 549; Leonard 

v. Prudential, 107 N. W. 646. 

In the Thompson case there was no 
policy right of reinstatement but the com- 
pany agreed to reinstate on satisfactory 
evidence of insurability. The insured 
submitted to medical examination which 
disclosed a good state of health. The 
application was disapproved and the in- 
sured sued for reinstatement. On the 
stand the Medical Director of the Com- 
pany testified he disapproved “in his dis- 
cretion” without giving any reasons for 
the action. 


N adjudging the insured entitled to re- 
instatement Judge Cardozo said: 

“On these circumstances the insured 
must be held to have satisfied the con- 
dition upon which the waiver was de- 
pendent. It is no answer to say that 
the evidence of his condition was not 
satisfactory to the insurer. The agree- 
ment did not contemplate the exercise 
of the insurer’s taste or fancy or 
caprice. . . . This insurer had 
agreed to reinstate and waive if satis- 
factory evidence of insurability was 
supplied evidence that ought to have 
satisfied was supplied and thereupon, 
without further act of the insured or 
the insurer the policy was revived.” 
These cases indicate that where an ap- 

plication is disapproved the Company must 
be prepared to show reason for its action, 
or the action will be ineffective. 


OT only must the company act 

reasonably but it must act with 

reasonable promptness. 

Rome Industrial Insurance Co. vs. 
Ridson, 82 S. E. 641; Leonard v. Pru- 
dential, 107 N. W. 646. 

In the Leonard case the policy lapsed 
July 8th, 1904. Application for reinstate- 
ment was made October 26th followed by 
medical examination early in November. 
The examiner made no report to the 
company for over thirty days, then early 
in December reexamined and sent a report 
to the Home Office. Here no action was 
taken till January 11th, 1905, when the 
application was disapproved. Notice of 
the action was sent to the local agent but 








he did not notify the insured nor his 
family until after the insured’s death on 
January 28th. The beneficiary was allowed 
to recover. 

Action of the company on an applica 
tion for reinstatement must then be 
reasonable and reasonably prompt or the 
policy may regain life without the com 
pany’s favorable action. 


INCE reinstatement is a matter of con- 
tract right, no conditions not imposed 
by the contract will be a basis for disap 
proval. “ 
Hinchliffe vs. Minn. Commercial 
Men’s Assn., 171 N. W. 776; Wichman 
v. Metropolitan, 96 S. W. 695; Lovick 

v. Provident, 14 S. E. 506. 

Thus is the Hinchliffe case even though 
reinstatement was subject to the approval 
of the directors of the association it was 
held unreasonable to refuse to reinstate 
because the member had previously 
threatened suit against the association on 
an indemnity claim. 

In the Wichman case the insured was 
in good health when he applied for re- 
instatement, furnished a health certificate 
and paid his September quarterly premium 
on November 17th. On December 1st he 
was advised by the agent that the com- 
pany before reinstating would require the 
advance payment of the December pre 
mium, not then due. 

This was tendered but refused because 
the insured was then sick. The insured 
died December 10th and recovery was 
allowed because favorable action on the 
reinstatement application had been held 
up by the unauthorized demand for ad- 
vance payment of the December premium. 

In the Lovick case reinstatement was 
refused because of the advanced age of 
the insured. He sued for the premiums 
paid and recovered. 


— nothing outside the contract can 
be relied on, the words of the policy 
provision only can be looked to. Besides 
payment of arrears the only requirement 
is “the production of evidence of insur- 
ability satisfactory to the company.” The 
question depends upon the meaning of 

“insurability.” What does “insurability” 
comprehend? Is it equivalent simply to 
good health or does it include moral as 
well as physical factors? The question 
ay seem academic, but it is one whose 
answer by custom or rule expressly or 
impliedly established is being applied in 
the home offices of all our companies 
every day. 

I have been able to find but two direct 
definitions of “insurability” and of those 
one relies wholly on the other. This lead- 
ing case is from Canada: 

Sussex v. Aetna Life, 33 Ontario Law 

Reports 365, 33 D. L. R. 549. 


ERE the policy containing the usual 

reinstatement provision was issued 
on March 24, 1914, when the insured’s 
occupation was that of a commercial 
traveler. The policy lapsed for non-pay- 
ment of the cen due March 21, 1916 
and on April 25, 1916 the insured applied 
for velnstatement offering proof of good 
health with which no fault was or could 
be found. At this time, however, the in 
sured was a soldier in the Canadian arm) 
then on duty in Canada, but liable to be 
sent overseas at any time. The compan) 
refused to reinstate the policy without a 
war clause calling for an extra premium 
of $50 per thousand in case of service 
overseas. The insured sued to compe! 
reinstatement. 

One defense was that the change in 
the insured’s occupation affected his in- 
surability, so that his eligibility to rein- 
statement as of right was destroyed and 
the company was justified in offering him 
the restored contract with the war clause 
added. The court held otherwise and 
compelled reinstatement without a wa! 
clause. 


ERE is Chief Justice’s Meredith's 

definition of insurability : 

“What does ‘insurability’ mean? Mr 
White (company’s counsel), conceded- 
at all events it is the case—that in an) 
contract of this kind the language used 
is to be taken most strongly against the 
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insurer. Now the argument is that in- 
surability means not only that the in- 
sured must have an interest in the life, 
and that the life is a good life, but also 
that he shall show that it is one that 
should be insured by the company at 
the rate at which the policy was effected. 
That seems to me to read into this con- 
dition something that is not there. 
“The provision is that the policy is to 
be reinstated. What would be done 
according to Mr. White’s statement 
would be to issue an entirely new policy 
insuring the respondent at a different 
und higher rate. If that is what was 
intended to be provided the intention 
should have been clearly expressed. Not 
only has that not been done, but it 
seems to us that the clause is susceptible 
only of the interpretation which the trial 
judge has put upon it, and that all that 
was required to entitle the respondent 
to have his policy reinstated was to pay 
or tender the overdue premium with 
interest and furnish proof that he had 
an insurable interest in his life and was 
in good health, and that he has done.” 


E need not therefore consider the 

definition in this case of binding 
force, since it resulted largely from war 
sentiment, it does not appear that the 
company promptly and directly challenged 
the proof of insurability, it does not ap- 
pear that the company proved that the 
applicant would not have been insured at 
the same rate under the same conditions 
at the date of issue, and the canon of in- 
terpretation of the Chief Justice of the 
Supreme Court is of doubtful applicability 
in this country. 

The dictum of a court in this country 
expressly following the Sussex opinion is 
found in the Texas case of: 

Missouri State Life v. Hearne, 226 

S. W. 789. 

Here the policy was lapsed in February, 
1916. It was reinstated in May, 1916, on 
an application containing a one year sui- 
cide clause. The insured died by suicide 
in January, 1917. 


HE company defended on the suicide 

clause in the reinstatement application 
but recovery was allowed on two grounds, 
one that the suicide clause was incon- 
sistent with and yielded to a provision in 
the premium note that all rights under 
the original policy were revised, the other 
that since reinstatement was of right, the 
suicide clause was void for lack of con- 
sideration. It is in its argument main- 
taining that the right of reinstatement 
existed that the court indulges in its defi- 
nition of insurability as follows: 

“The word ‘insurability’ does not in- 
clude in its meaning ‘desirability’ and 
when the applicant for reinstatement 
complies with the other requirements of 
this policy and shows himself to be in 
perfect health, the company under a 
contract like the one in this case is 
hound to reinstate the policy _ 


S to the authority of this opinion, it 

is obviously dictum. The company 
had not questioned the proof of insura- 
bility but had accepted it and accomplished 
reinstatement. The definition of insur- 
ability was not necessary to the court’s 
argument since the proof being satis- 
factory to the company the condition of 
the right of reinstatement was fulfilled. 
Nor was the argument necessary to the 
decision since the court had already de- 
cided the plaintiff was entitled to recovery 
on another ground. 

Nor does it seem that Judge Pleasant’s 
test of “insurability” by the common or 
ordinary understanding of the word is 
accurate. If a man believes that good 
health is the only qualification for insur- 
ance he is likely to be disabused the first 

me he has to answer the questions in 

application 


HAT other factors are considered 

by the company in considering an 
application for insurance? Besides good 
health per se there are age, family history, 
habits and home surroundings which may 
be roughly grouped with good health as 
constituting the physieal hazard. There 
are on the other hand financial standing, 
income, domestic or family status, reputa- 


tion in the community, insurance carried 
and other factors which make up the 
moral hazard. Occupation is an element 
of both hazards. Since except insurable 
interest there is no standard of insura- 
bility imposed except by the company, 
why should not all the factors considered 
by the company on the original applica- 
tion, be considered on the application for 
reinstatement? That the companies con- 
templated they should be is indicated by 
the historical fact that whereas the rein- 
statement clause of most policies formerly 
required evidence of good health, this was 
changed to the requirement of evidence 
of insurability. This must have been in- 
tended to mean something more than good 
health. And since when the states began 
to adopt standard provision laws they also 
adopted the condition of  insurability 
rather than that of good health, it must 
follow that the statute too contemplates 
something more than good health by the 
term insurability. 


HE consideration of the purpose of 

the requirement of evidence of insura- 
bility as a condition to reinstatement leads 
to the same conclusion. It would have 
been simple to require a policy provision 
for reinstatement merely on payment of 
arrears of premium with interest. But 
this would have led to adverse selection 
against the company among lapsed policy- 
holders, since among those who had 
lapsed those who later became uninsurable 
would be more likely to exercise the right 
of reinstatement, than those who re- 
mained good risks. Consequently the 
reason for this condition is to afford pro- 
tection against adverse selection. 

But adverse selection may be brought 
about by the reinstatement of risks im- 
paired morally as well as by that of risks 
impaired physically. For example a 
lapsed policyholder in desperate financial 
straits may see a way to meet his obliga- 
tions by reinstating his policy and com- 
mitting suicide. That this is no exagger- 
ated suggestion is proved by the large 
number of reported cases, of which the 
Hearne case is one in which suicide has 
closely followed reinstatement. Since it 
now seems to be established that a suicide 
clause in a reinstatement application is 
invalid, the company has no other protec- 
tion except investigation and consideration 
of the moral hazard before approval of 
the reinstatement. If, therefore, the com- 
pany is not permitted to consider the moral 
hazard as a factor of insurabiltty, the 
purpose of the requirement of evidence of 
insurability is defeated. This cannot be 
the intention of the statutory provision. ° 


GAIN, if health alone is to be con- 

sidered in passing on applications it 
would mean that the same test would be 
applied to the reinstatement of all classes 
of policies. This is not true on the issu- 
ance of the policy. The larger the policy 
the more numerous the factors that are 
considered by the insurer. A man may 
be a good industrial risk, who would not 
be considered for a thousand dollar 
policy. He may get a thousand dollar 
policy when he would hardly be con- 
sidered for a fifty thousand dollar policy. 
In other words he is insurable in one class 
and not in the other, though his health 
may be good enough to warrant on that 
test alone. The limit that the company 
will write. Is it possible that the mean- 
ing of insurability changes when rein- 
statement is applied for and that all men 
in an equally good condition of health 
are then equally insurable? The proposi- 
tion refutes itself! 

It is apparent then that the definition 
of “insurability” as equivalent to good 
health is too limited. The moral hazard 
must be allowed to be considered if the 
purpose of the condition to reinstatement 
is to be satisfied. What then constitutes 
insurability? Does it not include all the 
factors which entered into the considera- 
tion of the original application, age of 
course excepted, of the particular class of 
policy issued? If an applicant was so in- 
surable when the policy was written he 
must logically meet the same tests to be 
insurable when he applies for reinstate- 
ment. 
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Contestability of a Reinstatement 


By ANDREW D. CHRISTIAN 


HIS paper on “Contestability of a 

Reinstatement on the Ground of 

Fraud in Procurement” is predi- 
cated upon the existence of policy pro- 
visions pursuant to two statutory re- 
quirements in force in a large number 
of the states. One of these policy pro- 
visions is that it “shall be incontestable 
after two years from its date of issue 
except for nonpayment of premium,” 
etc.; the other “that the holder of the 
policy shall be entitled to have the pol- 
icy reinstated upon the produc- 
tion of evidence of insurability satis- 
factory to the company and _ the 
payment .. . ,” ete. 

There is a group of cases in all of 
which the application for a reinstate- 
ment contained a false and fraudulent 
representation and in all of which the 
courts held that the reinstatement of 
the policy never took effect on account 
of the fraud and all of which are cited 
at times as holding that a reinstated 
policy is contestable without limitation 
as to time on the ground of fraud in 
the procurement of the reinstatement. 
These cases are Bottomley v. Metro- 
politan Life (Mass.) 49 N. E. 438; Met- 
ropolitan Life v. McTague (N. J.) 9 At- 
lantic 766; Fraser v. Aetna Life (Wis.) 
90 N. W. 476; Smith v. New York Life 
(N. M.) 193 Pacific 67; Ash v. Fidelity 
Mutual Life (Texas) 63 S. W. 944; 
State Mutual Life v. Rosenberry 
(Texas) 213 S. W. 242. 


N THE case of Teeter v. U. S. Life 

Insurance, 159 N. Y. 411 there were 
false statements in the application for 
reinstatenient and the court held that 
the company could avoid same but only 
within two years from the date of re- 
instatement; in McCormack v. Security 
Mutual Life, 220 N. Y. 447, a similar 


case, the court held that the question 
of the limitation did not arise since the 
contestable period had not expired 
measured from the date of reinstate- 
ment. The court did not approve the 
Teeter case, but referred to it to show 
that there was authority for the rule 
there stated; in Pacific Mutual Life 
Co. v. Galbraith (Tenn.), 91 S. W. 204 
and in Great Western Life Co. v. 
Snavely (C. C. A. Ninth Circuit), 206 
Federal 20, the principle of the Teeter 
case was directly affirmed. 


of advanced old age of the applicant, 
and Coburn v. Life Indemnity & In- 
vestment Co. (Minn.), 54 N. W. 373, 
where the company denied the comple- 
tion of reinstatement and the court 
held it complete. There are also sev- 
eral cases holding that even though no 
right to reinstatement appears, the re- 
instated policy is (at least in the ab- 
sence of new terms) the old contract; 
Massachusetts Life v. Robinson (Ga.), 
30 S. E. 918, where the company con- 
tended for a lapse and fraud in the 
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HERE is also a case styled Mutual 

Life v. Lovejoy (Ala.), 78 Southern 
299 and 83 Southern 591, which holds 
that the reinstated policy is contest- 
able only during the prescribed con- 
testable period measured from the orig- 
inal date of issue, this being a case 
where there was a suicide after the 
reinstatement of the policy, but no 
fraud in the procurement of the rein- 
statement; and there are also two cases 
hclding that where there is a right to 
reinstatement the old contract comes 
into force and no new conditions can 
be added, these being the cases of Lo- 
vick v. Provident Life (N. C.), 14 S. E. 
506, where the court held that a rein- 
statement could not be refused because 


procurement of reinstatement but the 
court held that the verdict of the jury 
was supportable by sufficient evidence 
of the waiver of the lapse, and of no 
fraud in the procurement of reinstate- 
n«nt; Monahan v. Fidelity Mutual Life 
(U11.), 90 N. E. 213, where the premium 
was paid one day late and the com- 
pany contended that for this reason the 
policy had not been continuously in 
force for two years, but the court held 
that the delay which was waived by the 
receipt of the premium did not prevent 
the running of the period of contest- 
ability; Lindsey v. Western Mutual Aid 
(Jowa), 50 N. W., where it was held 
that there was no fraud in the appli- 
cation for reinstatement, and Goodwin 


v. Provident Savings Life (Iowa), 6¢ 
N. W. 157, where the application for 
reinstatement was held not to be ad- 
missible in evidence since it was not 
made a part of the policy, wherefore 
the fraudulent statements therein were 
not considered. 


T HAS been contended by some that 

the case holding that the contest- 
able period runs from the date of is- 
suance of the policy is correct, at least 
where there is a right of reinstatement 
subject alone to satisfactory proof of 
insurability and the payment of delin- 
quent premiums and interest; that so 
far as the relations of the insurer and 
the insured are concerned there is no 
difference between a reinstated policy 
and one which has never lapsed; that 
it is in fact the old policy in full force 
ard that it must follow, since the con- 
tract so provides, that the contestable 
period runs from the date of issue of 
the policy, and, therefore, if reinstate- 
ment occurs after it has run, that there 
is no opportunity to contest the rein- 
siatement even for fraud in its pro- 
curement. 

Such a contention implies that there 
is ne difference’ between a case where a 
company is sued upon a reinstated pol- 
icy, after the expiration of the period 
of contestability measured from the 
date of the issuance of the policy in 
vhich the company pleads nonpayment 
of premium and consequent lapse, and 
in answer to the contention that a re- 
instatement was effected, admits this 
reinstatement, but contends that it is 
not liable because the insured died by 
suicide when sane, or because of fraud 
in the application for the issuance of 
the original policy; and a case where in 
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agents have been able to attract attention. 

The Midland Mutual is recognized in the life insurance field as possessing an agency force of unusual 
capacity and ability. The Company has sought to attract agents of quality and substance. 
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pany of high ideals and avoid the objectionable features. The Company had no promotion or organization 


however, has been rapid. 


DR. W. O. THOMPSON, President 


G. W. STEINMAN, Secretary | 


Midland Mutual Life 
Insurance Company 


COLUMBUS, OHIO 


Operating in Ohio and Michigan 
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The founders have always kept to the original principles of conservative development. 
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answer to a reply by the plaintiff that 
a reinstatement was effected, a com- 
pany says no, that the reinstatement 
was not effected since it was procured 
by fraud and upon discovery and dis- 
affirmance by the defrauded party the 
supposed reinstatement becomes void 
al initio as if it had never existed. 

It implies that there is no distinction 
Letween a case where the company 
questions the validity of the reinstate- 
ment and a case where its validity is 
admitted but a contest made upon other 
grounds arising under the terms of the 
or:ginal policy. 

It cannot be questioned that the best 
way to set the question at rest is to 
secure an amendment to the statutes 
providing for a limited period of con- 
testability so as to make them read 
that the policy shall be incontestable 
alter two years from the date of the 
issuance, or reinstatement, thereof, in- 
stead of simply that they shall be in- 
contestable after two years from the 
date of the issuance. Then the policy 
contract may be changed accordingly. 
Of course, this remedy presupposes that 
the companies are willing to accept this 
short period of contestability of a re- 
instatement. But pending this solution 
it seems clear that the validity of a re- 
instatement may be contested upon the 
ground of fraud in its procurement 
without limitation as to time except the 
limits imposed by the rule that a fail- 
ure to make objection after the expira- 
tion of a reasonable time beyond 
knowledge will constitute a ratification 
of the contract and a waiver of the 
fraud. 


T SEEMS quite obvious that upon 

application for reinstatement and the 
payment of the necessary money, ac- 
companied by satisfactory proof of in- 
surability, new life is imparted to the 
old contract of insurance, formerly 
dead, by virtue of the waiver of the 
lapse by the company, as it was obli- 
gated to do by the policy contract. But 
despite the obligation of the company 
to waive the lapse upon the conditions 
stated this waiver constitutes a new 
contract and is based upon a valid con- 
sideration, as will be hereafter demon- 
strated. 

It must be borne in mind that upon 
a suit brought against the insurer on a 
reinstated policy a company may plead 
that it is not liable by reason of the 
non-payment of premiums when due 
and consequent lapse, since the incon- 
testable clause always permits a con- 
test on this ground, and this plea would 
be a good defense if proven, and the 
effect thereof not avoided in some way. 
The reply of the plaintiff, however, may 
allege the reinstatement contract which 
constitutes a good and sufficient answer 
to the defense of the company if it be 
proven. But the answer by the insurer 
seeking to avoid the reinstatement con- 
tract for fraud in its procurement may 
deny the validity of the reinstatement 
and, therefore deny the existence of the 
reinstatement contract, thus going back 
to its original defense that the policy 
had lapsed for non-payment of prem- 
ium, a contest expressly permitted by 
the incontestable clause. 


OWEVER, it is said by some that 
the company has before the orig- 
inal issuance of the policy made a pre- 
liminary investigation and examined 
and passed the applicant, that after the 
issuance of the policy it has had the 
length of the contestable period for 
further investigation, that protection is 
given the insurer against adverse selec- 
tion in the reinstatement of lapsed 
policies by the requirement of satisfac- 
tory proof of insurability and that if it 
Permits itself to be defrauded in the 
Procurement of a reinstatement by a 
non-insurable applicant, its rights are 
foreclosed by its own negligent con- 
duct since no contract has ever existed 
between the parties, which may be 
avoided on account of fraud, except the 
original policy, a contest of which for 
fraud is barred by the incontestable 
clause. It is further said that reinstate- 
ment is a matter of right and not of 


option nor of mutual agreement and is 
only an execution of a previously ex- 
isting contract based upon no new con- 
sideration. 

This argument requires that it be de- 
termined whether there is or is not a 
new contract resulting in a reinstate- 
ment, where the policy provides for 
reinstatement as a matter of right upon 
satisfactory proof of insurability and 
the payment of the delinquent prem- 
iums and interest. 

Now it cannot be denied that the in- 
surer is entitled to have presented to 
it by an applicant for reinstatement 
definite data upon which to decide 
whether the insured is suffering from 
any serious disease. 

1EN the applicant for reinstate- 

nent refuses to take personal re- 
sponsibility for a true disclosure of the 
facts within his knowledge, and states 
that he will furnish whatever proof of 
insurability the company requires, the 
company would naturally and reason- 
ably require him to submit himself to 
physical examination by a competent 
physician. Such physician would nat- 
urally and reasonably interrogate him 
as to his state of health, both past and 
present, and if the applicant refused 
again to bind himself to answer truth- 
fully but stood upon his right to re- 
instatement unless the examinations re- 
quired of him by the insurer disclosed 
lis non-insurability, it is plain that the 
physicians would have to require tests 
of blood pressure, urinalyses, laboratory 
examinations of blood and sputum, and 
would have to make a detailed physical 
examination, all at great expense both 
of time and money to the applicant. 
Until these steps were proceeded with 
he could not be said to have adduced 
to the insurer satisfactory proof of 
insurability. 

Now, when the insurer requests the 
applicant to sign a self-health certifi- 
cate containing his warranty of the 
truth of his statements and his acknowl- 
edgment that the information contained 
therein is the sole basis of the consid- 
eration of his application by the com- 
pany and stating that if the statements 
therein shall prove false the reinstate- 
ment shall be void, it is in consideration 
of these agreements by the applicant 
that the company waives its  valu- 
able right to satisfactory proof of in- 
surability, and reinstates the contract 
without proof. Here is a valuable right 
relinquished by the company for a 
valuable consideration, resulting in the 
saving of money to the applicant, and 
there being a complete meeting of 
minds upon the subject matter, all of 
the elements of a contract seem to be 
present. 

| 

HE same is no less true when there 

is a medical examination which is 
made much less expensive to the ap- 
plicant by reason of its less exacting 
character, on account of his warranty 
of the truth of his answers to the ques- 
tions of the medical examiner. Plainly 
if a man declines to state to the exam- 
iner whether he had suffered from 
consumption or syphilis, laboratory 
tests may reasonably be required so 
that here again there is a relinquish- 
ment of a right of the company in con- 
sideration of the agreement of the in- 
sured which surely constitutes a very 
complete collateral contract out of 
which the reinstatement comes into be- 
ing. 

Necessarily when the consideration 
has failed by the fraud of the applicant, 
this contract may be avoided and the 
reinstatement falls to the ground. 


T MUST be understood that the 

doctrine which is here contended for 
is not based simply upon false answers 
to material questions contained in the 
application for reinstatement, but ex- 
tends to the point that any reinstate- 
ment procured by fraudulent artifices 
of any variety may be avoided by a 
company upon proof of the fraudulent 
procurement. Such a _ reinstatement 
could be avoided no less surely if after 
the acceptance of the money in payment 
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Pan-American’s Contribution to the Cause of 


Education 


Our pride in our nation received a rude 
shock when we learned that we were behind 
other leading nations of the world in the edu- 
cation of our youth. The boys and girls of 
today will become the fathers and mothers 
of tomorrow. In their keeping will be the 
destinies of our great nation. A government 
of the people and by the people can not long 
endure if the education of its children is 
neglected. 

The Pan-American Life’s Child’s Edu- 
cational Endowment will help solve this 
mighty problem. It is our contribution to 
this great cause. The premium rate is calcu- 
lated to provide safety, but does not contem 
plate profit to the company: 


Age of Age of Maturing 
Nominator Child Premiums atAge Endowment 
30 3 $46.20 18 (7.25) $1,000 


In event of the death of the child before 
the maturity of the policy, all premiums are 
returned to the nominator with interest at 
3 per cent. In the event of the death of the 
nominator, no further payment of premiums 
is required, and the company pays the en- 
dowment to the legal guardian of the child 
at age 18. In event of lapse, the company 
will pay a cash surrender value at the end of 
the first and subsequent years, increasing in 
proportion so that after the sixth year the 
cash surrender value is equal to the full 
amount of premiums that have been paid, 
plus 3 per cent. compound interest. 

The Pan-American Life’s Educational 
Endowment is the development of an idea 
suggested by the Federated Women’s Clubs 
of Louisiana. It has their unqualified en- 
dorsement as well as the endorsement of 
similar organizations. Men and women in- 
terested in education have been attracted to 
our organization and are specializing in the 
sale of the Child’s Educational Endowment 
policy, who would not be otherwise inter- 
ested in the sale of life insurance. 

We invite correspondence from school 
teachers and educators everywhere. The 
field is so large that the opportunities are 
tremendous. 


The Pan-American Life 
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NEW ORLEANS, U. S. A. 
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of the past due and unpaid premiums 
and interest, the company reinstated 
the policy and subsequently ascertained 
that the money received in settlement 
was counterfeit money. The considera- 
tion has failed, and the reinstatement 
would promptly be declared to be null 
and void and the parties restored to 
their original status. For when the 
applicant handed the purported cur- 
rency to the representative of the in- 
surer he represents that it is genuine 
currency, and knows that the perfection 
of the reinstatement is predicated upon 
this belief upon the part of the insurer. 
Another form of fraud in procure- 
ment not altogether unheard of occurs 
sometimes in the submission by an ap- 
plicant for reinstatement of another 
party for examination, such party hold- 
ing himself out to the examiner as the 
applicant himself, and variations of this 
fraudulent scheme sometimes occur in 
the substitution of specimens of a per- 
son other than the applicant which are 
purported to be of the applicant, and in 
the taking or injection of substances 
into the body of the applicant prior to 
examination which neutralize for a 
short period, until after examination, 
the evidence of a diseased condition. 


OW the element which is common 

to all these transactions is that the 
insurer has been led by the fraud and 
artifice of the applicant for reinstate- 
ment to believe in the existence of facts 
which do not exist, and acting upon 
such erroneous belief has declared the 
policy reinstated, which declaration it 
would have refused to make but for 
the fraud and deceit. There is no court, 
of any jurisdiction, which refuses re- 
lease from the obligations thus procured 
when the fraudulent procurement is 
clearly established. 

The Lovejoy case does not consti- 
tute authority contrary to the proposi- 
tion just stated, since here the defense 
was suicide while sane and not fraud 
in the procurement of the reinstate- 
ment. Reference to the other cases 
cited will show that none of them con- 
stitutes such authority, except that the 
Teeter, Galbraith and Snavely cases 
erroneously conclude that since the 
original policy contained an incontesta- 
ble clause, the parties to the contract 
of reinstatement intended that the same 
clause should be a part of that con- 
tract, and, therefore, that a reinstated 
policy is only contestable for the period 
of contestability of the original policy, 
measured from the date of reinstate- 
ment, 


N THE other hand there is pre- 

sented by the cases cited a strong 
array of authorities for the conclusions 
which this writer has reached. In the 
Rosenberry c&se, upon the decision in 
which Messrs. Seay & Seay, who rep- 
resented the insurer, are to be strongly 
congratulated, the opinion states (213 
S. W. 242, 245): 

“After the lapse of the policy on ac- 
count of the failure to pay the premium, 
no contract of insurance between the 
parties existed. The insured and the 
company, however, had the right to 
make a contract by which the company 
should waive the forfeiture and rein- 
state the policy. When thus reinstated, 
the policy as originally issued became 
as effective as if no forfeiture had been 
declared, unless the contract for re- 
instatement was tainted with such fraud 
as would justify the company in re- 
pudiating it. Under the incontestable 
clause of the policy the company was 
precluded from any defense which it 
might otherwise have had based on any- 
thing which occurred at the time of 
or prior to the issuance of the policy 
and also of any defense based upon any 
breach of warranty on the part of in- 
sured contained in the original appli- 
cation or policy. It, however, had the 
right to assert and prove that the con- 
tract by which the policy was reinstated 
was induced by material false represen- 
tations or warranties and thus defeat 
liability on the policy. — 

“There is some conflict in the authori- 
ties as to the effect of a reinstatement 





of a policy after lapse for failure to 
pay a premium. me courts hold 
that there is a new contract of insur- 
ance as of the date of the reinstatement, 
but containing all of the terms of the 
original policy and thus hold that the 
clause rendering the policy incontestable 
applies to the new contract and av- 
thorizes a contest for the period named 
after the reinstatement (citing Galbraith 


case). t 
“But we think that the better rule 
and the one that would come nearer do- 
ing justice is to regard the contract for 
reinstatement, not as a new contract 
of insurance but as a waiver of the for- 
feiture, thus restoring the policy and 
making it as effective as if no forfeiture 
had occurred, but reserving the right 
of the company to avoid the effect of 
the reinstatement by showing, if it can, 
that the reinstatement was induced by 
fraudulent means. Citing Robinson, 
Goodwin, Monahan and Lovejoy cases. 
“ . . . We do not think that 
the clause in the policy making it in- 
contestable after one year from its date 
applies to this transaction. To make 
it apply is to hold that however gross 
the fraud by which the reinstatement 
of a lapsed policy is procured, the in- 
surance company is without remedy.” 
. 


T SHOULD, therefore, be reiterated 

that an amendment to the incontest- 
able clause statutes, and the clause it- 
self in the policies, constitutes the best 
cure for this trouble. It would not be 
effective to provide for this period sim- 
ply in the application for reinstatement, 
since the agreement would be held void 
as being without consideration in ac- 
cordance with the holding in the cases 
generally where new conditions to re- 
instatement are attempted to be im- 
posed. The remedy of having a medical 
examination and a collateral investiga- 
tion by an inspection bureau would not 
be effective for the reason that the ap- 
plicant may deceive the medical exam- 
iner by his answers to questions in 
which case the ordinary medical ex- 
amination would not be availing to dis- 
cover his bad health. In the opinion of 
the writer the wisest solution of this 
question pending the suggested amend- 
ment to the statutes and the policies is 
to continue the present practice, and 
to institute a suit for cancellation on 
account of fraud, immediately upon dis- 
covery that a reinstatement has been 
thus procured. 


Police Raid Life Men 
At the Prize Fight 


THE sporting element of the Indian- 
apolis company officials, H. M. 
Woollen and Harry R. Wilson of the 
American Central, Frank P. Manly and 
Jos. R. Raub of the Indianapolis Life, 
and Carl G. Winter of the Public Sav- 
ings; pulled off a boxing match at 1 
p. m. Wednesday at Mechanics Hall 
following the executive session. Every 
man attending had to be vouched for, 
as the local ordinance prohibits bouts 
of this kind. Nevertheless, “Kid” Spen- 
cer of New Orleans and “Mort” Kor- 
bly, the featherweight of the navy, went 
through some seven rounds when Kor- 
bly was floored, took the count and lay 
flat on the floor. He was lifted up limp 
as a rag while “blood” was gushing 
from his nose and mouth. At the psy- 
chological moment a squad of police 
arrived and pulled the house. There 
was much consternation and some af- 
frighted ones tried to vanish through 
the exit, but they found all means of 
escape barred by the blue coats. H. 
Cunningham, of the Montana Life, Geo. 
A. Grimsley of the Security Life & 
Trust, J. E. Dunne of the Collins In- 
vestment Co., H. W, Johnson of the 
Central Life of Ottawa, and others were 
herded together to be taken to the bull 
pen. Finally the hoax revealed itself, 
but not until Dr. Henry Wireman Cook 
of the Northwestern National had got 
ten his hands covered with red ink a8 
he was trying to stay. the wounds of the 
defeated pugilist. 
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IFE insurance officials have been 
te very greatly interested in the dis- 

cussions that have grown out of 
the effort of the Bureau of Personal 
Accident & Health Underwriters to 
bring about uniformity in rates and re- 
serves for non-cancellable disability 
policies. The non-cancellable disability 
policy is something new in that line of 
underwriting. So far there has been 
but little experience with it. The com- 
panies in their endeavor to gather to- 
gether statistics from which they could 
draw correct deductions have had to 
rely very much on their own general 
data gathered from many years of ac- 
cident and health underwriting. 


Value of Elimination Period 


One of the main problems in consid- 
ering proper rates for nagn-cancellable 
disability policies is the value of the 
elimination period. Non-cancellable dis- 
ability policies are either written for 
full benefits from the start or there is 
a certain period of elimination for ex- 
emption before which the benefit starts. 
Agents in selling non-cancellable poli- 
cies usually find the most popular ex- 
emption period is one month, two 
months or three months. The cost of 
non-cancellable insurance with the three 
months exemption period, for example, 
is not very heavy. It has an appeal to 
those of fairly comfortable incomes, 
who would feel the strain of disability 
if it continued for a long while. They 
would remain on the pay roll without 
any salary deduction for a considerable 
time at least. If disability continued, 
however, for nine months or more the 
office might suggest that they be put 
on the pension roll. People with sal- 
aries of $5,000 or upward are interested 
in this policy, especially are those that 
are receiving $10,000 or more. If a man 
can fortify himself with $1,000 a month 
disability insurance he feels very safe. 
The experts, therefore, in working out 
proper rates for non-cancellable policies 
have had to calculate as best they can 
the value of these various exemption 
periods. 


Manchester Unity Experience 


The Manchester Unity tables were 
studied with great care, but it was 
found that they were valueless when it 
came to getting at illness frequency. 
For example, if a policyholder suffered 
an illness two or three times during one 
year, the Manchester Unity classified 
that as one continuing illness. In other 
words, all claims paid during a single 
year on one policy came from the same 
malady. This, of course, destroyed the 
accuracy and efficacy of the experience 
for the experts who were working on 
the non-cancellable tables. The non- 
cancellable rates, even at the best are 
experimental. 


Effect of Age Is Seen 


The accident companies have very 

comprehensive statistics as to the effect 
of occupation, but they have not classi- 
fied their experience as to age. It has 
been the theory of accident underwrit- 
ers that accident frequency in the 
younger ages is very great, which be- 
comes less as a mam grows older. At 
the older ages while the accident fre- 
uency is much less the duration of 
isability is longer. Accident under- 
writers have gone on the theory that 
these two offset the other and that, 
therefore, the carrying cost of a man 
at the younger ages is the same as that 
at the older ages. For instance, it was 
argued that a man aged 45 or 50 is just 
as good an accident risk as one at 25 
or 30. Therefore, the accident compan- 
ts have written their policies at a flat 
rate regardless of age. 


Continental Casualty Experience 


Vice-President Manton Maverick of 
the Continental Casualty of Chicago 
began delving into the question of age 

ect on accident insurance. He had 
the experience of his company classi- 


Many Vexing Problems Found by Life 


Men in New Form of Disability Insurance 


fied as to age and found to his aston- 
ishment that the claim ratio for the 
carrying cost on the higher ages was 
much more. The old theory, therefore, 
has to be abandoned. When the com- 
mittee of experts began mulling over 
the accident and health experience they 
did not differentiate to as large extent 
as they should between the younger 
and older ages until Mr. Maverick 
brought in the Continental Casualty’s 
experience. Even then, in the final re- 
ports the majority of the committee did 
not recommend the rate that Mr. 
Maverick thought to be essential for 
the higher ages. The underwriters, 
however, increased their former rates 
on the higher ages materially. Mr. 
Maverick brought in a minority report 
as he felt that it would be absolutely 
unsafe for a company to proceed with 
non-cancellable policies at inadequate 


rates. 
Effect of Longer Periods 


When it came to studying the values 
of the various periods of elimination, 
Mr. Maverick’s age groups again were 
of great interest. It was plain to be 
seen that as the period of elimination 
grew longer the difference in carrying 
costs between the younger and older 
ages diminished. Therefore, at four 
months’ elimination, for example, the 
difference in premiums between the 
younger and older ages was not con- 
siderable. 

Life companies in working out their 
total and permanent disability pre- 
miums go on the theory that total dis- 
ability will not be of long duration. 
Hence, the new policies providing for 
an annual payment of 10 percent of the 
face of the policy so long as the assured 
lives in addition to the face of the pol- 
icy at death are based on the assump- 
tion that the period of permanent and 
total disability as a usual rule is not 
long. The rates are loaded sufficiently 
to take care of the annuity feature. 
This annuity feature, by the way in life 
insurance, is regarded as a very desir- 
able form and is a strong selling point. 





Banquet Given by 
Indiana Companies 


At the banquet given Thursday even- 
ing by the Indiana companies to the 
American Life Convention, Third Vice- 
President Fred M. Tasney of the Pru- 
dential urged the life insurance forces 
of the country to put on a gigantic 
selling campaign to preach protection, 
thrift, unselfishness and advancing 
prosperity. 

In other words, he would have the 
life men as one united army sell this 
country’s products to the people. They 
should realize the present and future 
welfare of this country. A big altruistic 
drive of this kind will solve the prob- 
lems confronting the life business. The 
main ones are the conservation of busi- 
ness, excessive policy loans, decreased 
production and getting good agency 
material. President C. G. Taylor pre- 
sided at the banquet. 


American Service Bureau 


The executive committee passed 
unanimously a resolution commending 
the plans and operations of the Amer- 
ican Service Bureau and urged the com- 
panies to use its facilities as fully as 
possible. The American Life Conven- 
tion in executive session approved this 
action. 


President M. E. Singleton of the Mis- 
souri State Life arrived Thursday. It 
was his first convention appearance. 
Vice President Thos. F. Lawrence was 
present during the entire meeting. 
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Increasing in Age! 
Increasing in Strength! 


A Reliable Company for 
Reliable Men! 





‘**4 Company worthy of its illustrious name!”’ 


Such is public opinion in regard to 


George Washington Life 


INSURANCE COMPANY 


Charleston, West Virginia 





Attractive agencies, with liberal contracts, open in 
West Virginia, Ohio, Kentucky, Virginia, Ten- 
nessee, North Carolina, South Carolina, 
and Georgia. 


If you are in earnest, address— 


ERNEST C. MILAIR, Vice-Pres. and Sec’y 
CHARLESTON, WEST VIRGINIA 


How Doctrine of “‘Overruling 
Necessity’ Affects Insurance 


BY C. PETRUS PETERSON 


accustomed to meet the challenge 

that he is a standpatter with the 
statement that the question of whether 
a person is progressive is to be deter- 
mined not altogether by his speed, but 
also by the direction in which he is 
going. 

The decision of the Supreme Court in 
the rent cases last April, by which 
legislation of Congress for the District 
of Columbia, and of the New York 
legislature declaring real estate, used as 
rental property, to be affected with a 
public interest and subject to govern- 
mental regulation both as to amount 
of rental to be charged and duration 
of tenancy notwithstanding private 
leases between lessor and lessee, was 
sustained, gave us all a rather startling 
realization of rapidity of our move- 
ment, but found us decidedly at vari- 
ance upon the question of the direction 
in which we are going. 


| BELIEVE it is Job Hedges who is 


HE settled conviction which many 

of us had acquired that we might 
accept the constitution of the United 
States as “the supreme law of the 
land” was rudely shattered and when 
we sought to ascertain what funda- 
mental law had been invoked to justify 
the legislation in question not a few 
were disconcerted to find the vagueness 
of its outline and the elusiveness of its 
character. 

We find this other “supreme law of 


visions have been interpreted, or as 
Madison phrased it, “an indefinite su- 
premacy over all persons and things, 
so far as they are objects of lawful 
government.” 

Political exigencies are indefinite and 
unpredictable. If the police power 
must be commensurate ‘with whatever 
political exigency may arise, it must 
remain undefined. It is impossible to 
define a power which it is conceded 
must be equal to an unknown variant. 

The fundamental issue, whether con- 
stitutional guaranties are to be inter- 
preted and enforced according to the 
terms of the constitution in which they 
are found or according to common law 
precedents, has been as bitterly con- 
tested as any issue in the history of 
our jurisprudence, 


HIS is precisely the issue between 
five justices who agreed to the 
majority opinions in the rent cases and 
the four justices who dissented. Jus- 
tice Holmes, speaking for the majority, 
bases his opinion on a line of precedents 
which establish “that a public exigency” 
will justify the legislature in restricting 
property rights in land to a certain 
extent without compensation.” Justice 
McKenna, speaking for the minority, 
states that the grounds of dissent are 
the “explicit provisions of the constitu- 
tion of the United States.” 
When four justices of supreme court 
assert that the remaining five declare 
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C. Petrus Peterson is general counsel of the Bankers Life of Lincoln, 
Nebr. In his address before the legal section of the American Life Conven- 
tion, he gave an especially interesting review of the recent efforts by 
which the government assumed strict decision to regulate all “business 
affected with the public interest” and its effect on life insurance. 
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the land” named variously “police 
power” or the “law of overruling neces- 
sity.” About the only definite charac- 
teristic of this fundamental law appears 
to be that it is superior to the guar- 
anties of both state and federal con- 
stitutions and where a collision between 
them occurs the constitutional guaran- 
ties yield, 

The term “police power,” as a desig- 
nation of a branch of constitutional 
law, did not appear in standard law 
dictionaries or digests until almost a 
century after the adoption of the fed- 
eral constitution. In the half century 
of its recognition it has risen to a posi- 
tion of paramount importance. This 
legal concept is peculiar to our own 
institutions and owes its existence to 
the American theory of safeguarding 
the rights of the individual or minority 
against the will of the mass or ma- 
jority by written constitutions. 


OVERNMENT is the science of 

living in peace together. Every 
fundamental change in the economic 
structure has required, in the past, 
changes in governmental activities. The 
problem of making these adjustments 
invariably involves a consideration of 
properly balancing the rights of the 
individual against the rights of the pub- 
lic. Because economic changes are 
neither caused by, nor wait for, changes 
in forms of government, flexibility is 
an essential to permanency in govern- 
mental institutions. This flexibility is 
more than met by the expanding scope 
of the police power. 

No one has attempted a definition 
of this power further than to describe 
it in general terms. It is apparently 
only a convenient term used to desig- 
nate the indefinite remainder of gov- 
ernmental authority which is left whey 
the familiar and more definite forms 
are abstracted—a “great social right” 
not mentioned by the constitutions, but 
in view of which constitutional pro- 


I UNL 

legal a power exerted for the destruc- 
tion of personal rights and individual 
incentive which the federal constitu- 
tion was intended to conserve it seems 
but proper to attempt some examina- 
tion, for if we are unable to cope with 
exigencies of government without 
violating our own fundamental laws, 
we are approaching political receiver- 
ship. The vast importance to the in- 
stitution of life insurance, the very 
foundation of which is individual incen- 
tive and individual responsibility on the 
one hand and safety of investment and 
stability of contracts and property 
values on the other, is readily apparent. 


OVERNMENT is assuming a tre- 

mendous task when it assumes to 
regulate all “business affected with a 
public interest.” This government 
function is not discharged when the 
capital invested has been regulated. 
The common law precedents support- 
ing the police power as to capital like- 
wise support the same power to regu- 
late labor. The fact that, in recent 
decades, we have exercised this power 
to regulate capital to the exclusion of 
labor does not alter the fact that the 
fundamental principles apply to all 
agencies in the service. 

The full extent to which the exten- 
sion of the police power has affected 
the constitutional guaranties of private 
property is not apparent until we take 
into consideration the simultaneous ex- 
tension of the taxing power. wre 

A business affected with a public i- 
terest is a business in which the state 
may engage and for the establishment 
maintenance and operation of which 
the taxing power of the state may be 
used. ; 

It is impossible to affirm that a bust 
ness is affected with a public interest 
under the doctrine of overruling neces 
sity and deny that taxation to su 
that necessity is a public use. 
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taxing power keeps pace with the police 
power. 


N between the two mill-stones of 
taxing power and police power, the 
rights of private property are being 
constantly reduced. To what slender 
proportions they have been reduced at 
the present time may depend to a 
degree upon deductions we are willing 
to make from the cases referred to. 

The inquiry suggests itself, what 
will be the final result of this process? 
May we safely continue limitations 
upon constitutional guaranties to meet 
the demands for extension of govern- 
mental authority? Is the safety of our 
institutions involved? 

For a century and a half we have 
been engaged in building an economic 
structure based upon the concept that 
power of decision in economics is 
measured by majority in interest,—that 
is to say, by property ownership. At 
the same time, we have built a govern- 
mental structure based upon the con- 
cept of equal power of decision in the 














WILLIAM BRO SMITH 
General Counsel Travelers 


individuals making up the nation irre- 
spective of property ownership. The 
seemingly inevitable conflict between 
these two systems, it has been as- 
sumed, may be avoided by means of 
co nstitutional guaranties protecting in- 
dividual property rights rendering it 
impossible by means of governmenta} 
agencies controlled by majorities, to 
destroy those rights. History does not 
warrant the belief that the two struc- 
tures can permanently co-exist without 
constitutional bulwarks, because of the 
ever present temptation of seeking so- 
lution of economic problems by polliti- 
cal agencies, controlled by temporary 
majorities. 


HREE possible avenues suggest 

themselves: First, that by judicial 
action further extension of the police 
power be denied; second, a limitation 
upon police power by express consti- 
tutional amendment, and, third, a cessa- 
tion of legislative extension of the 
police power under a realization of the 
increased responsibility of legislators 
trom the liberal treatment of the sub- 
ject by the courts. 

The first, preventing extension by 
judicial action, does not appear very 
Promising in view of the very definite 
precedents already established and 
would at best only conserve the pres- 
ent status. 

The second, limitation by amend- 
ment, will in all probability require 
turther demonstration of the mischief 
of the present tendency to be available. 


HE real hope, if real it is, would 

seem to lie in the responsibility of 
acquiring a present realization of the 
hazard confronting us. 

We do not know how far the present 
tidal waves shall sweep past the an- 
cient citadels of constitutional limita- 
tions, but it is safe to say that~a 





citizenship sound at heart, conscious of 
a responsibility to our own and to fu- 
ture generations unborn, fired by a 
patriotic devotion to the institutions 
we love, will still suffice to stem the 
tide. We will not be justified in con- 
tinuing to rely upon the courts to save 
us from ourselves. 


ANNUAL ADDRESS GIVEN 
BY PRESIDENT TAYLOR 
(CONTINUED FROM PAGE 10) 


volume of routine clerical work incident 
to the conduct of the business places an 
unusual value upon an efficient office or- 
ganization. In fact, without an efficient 
and intelligent home office clerical organ- 
ization, the best of talent in other depart- 
ments will be seriously handicapped in 
producing maximum results for a com- 
pany. 


E are doing business in an era when 

the interchange of plans and methods 
is encouraged by all right-minded men. 
The value of contacts established during 
meetings of this character is demonstrated 
by the large attendance here. To extend 
a like opportunity to a larger number of 
our official families and those being 
trained for larger responsibilities will un- 
questionably prove of value to the com- 
panies of the Convention. 

It is, therefore, recommended that the 
Convention request the incoming Presi- 
dent to at once take steps for the organ- 
ization of a new section of the American 
Life Convention to be concerned only with 
problems of the character indicated. We 
have a precedent in an adjunct of an- 
other great national business organization 
through whose activities classes devoted 
to the study of that business are con- 
ducted in all the principal cities of the 
country as well as by correspondence. 
There are 50,000 students enrolled in these 
classes. Can you overestimate the value 
to that business of this evidence of the 
interest of its employees in understanding 
its principals and problems, and of their 
desire to fit themselves for larger re- 
sponsibilities ? 


O encourage and assist the highest de- 

velopment of our employees is a duty 
we owe to them as well as to the business 
and our clients. We can only do our full 
duty in this respect through cooperation 
of the character recommended. The 
American Life Convention has here an 
opportunity to take another pioneer step 
in the life insurance business. May your 
action be prompt and whole-hearted. 

No annal of the year’s work would be 
complete without due recognition of the 
man who has more titles than any other 
Convention official (and has earned them 
all), our Secretary, Treasurer and Coun- 
sel, Mr. T. W. Blackburn. Until you have 
worked in close touch with him, you can 
hardly realize his zeal for and value to 
the Convention, of which he is one of the 
founders, and of which he has been Sec- 
retary, and wheel-horse for work, since 
its organization. Acknowledgment is here 
made of his invaluable assistance during 
the past year. 





One Hundred Companies 


Secretary Napier of the Scranton 
Life arrived Thursday, which made one 
hundred member companies repre- 
sented. There were some 25 other com- 
panies represented at the meeting. 
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The Personal Touch 


Any man can work best when he is in close, intimate contact with 
the directing force of his organization. With that personal touch 
there comes a mutual friendliness and confidence that makes both 
the man and the organization eager for the other's success. 


Nowhere can a life man form a better connection in that respect than 
with the San Jacinto Life. Its president knows personally every 
man in the field—and knows just what he is meeting. Through 
that personal friendship he can advise and encourage him in a man- 
ner that makes for substantial progress. 


This personal contact is valuable to agents because it emanates 
from a home office that is experienced and capable, with a feeling 
of personal responsibility to policyholders and a sincere desire to 
furnish solid, dependable indemnity. 


SAN JACINTO LIFE 
INSURANCE CO. 


H. M. HARGROVE, President 
Beaumont, Texas 
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Trend of the Year's Court Decisions 


By WILLIAM ROSS KING 


HAVE endeavored in this review to 
select as much as possible entirely 
new questions or new developments of 
old questions with a view to ascertain- 
ing, if possible, the trend of quthority 
and have chosen the following subjects: 
1. The war clause and waiver of it. 
2. Inheritance tax on life insurance. 
3. Right of trustee in bankruptcy to 
cash surrender value as dependant on 
change of beneficiary. 
4. Investment of reserve in govern- 
ment exempt bonds. apes 
5. Separable death and _ disability 
provisions. 


O subject of the law of life insur- 

ance has received as frequent at- 
tention during the last year or two as 
that relating to the war clause. The 
questions involved were not adjudicated 
in many instances prior to the World 
War. Not more than half a dozen 
American decisions could be found in 
the books. 

In the construction of these clauses 
a few courts have sought to distinguish 
different forms of particular phrase- 
ology resulting in cutting down the 
exemption provided for and limiting the 
clause of risks peculiar to warfare. The 
distinction has been made between an 
intention to exempt for status, i @e 
during the entire period of enlistment 
or merely for the increased hazard— 


death in action or at least from a cause 
not common in civil life. The effect of 
the latter construction is to make the 
question of its applicability to the facts 
of any particular case one for the jury 
in practically every instance except that 
of death in actual combat. Most of the 


containing a war clause providing 
against liability if insured be “engaged 
in the occupation of a soldier in time 
of war” was held not to cover death 
from influenza outside the zone of hos- 
tilities. The clause in the Gorder case 
is distinguished in that it contained the 





William Ross King of Omaha, Neb., editor of the “Legal Bulletin” of the 
American Life Convention, had assigned the duty of recording the important 
legal decisions of the year affecting life insurance. This is one of the set 


pieces of the Legal Section’s program. 


Mr. King is in a very fortunate 


tion to bring out the high lights in the year’s legal decisions. As editor of the 
“Legal Bulletin” he is reviewing from time to time the decisions handed down 
by the courts. Out of these he has brought forth the ones that present new 


phases. 





recent decisions, however, adopt the 
broad construction on such clauses, as 
suspending liability from the moment 
of enrollment to the time of discharge 
and irrespective of the cause of death. 


N Gorder vs. the Lincoln National 

Life, 180 N. W. 514, decided the lat- 
ter part of last year, the supreme court 
of North Dakota placed a restricted 
construction on a war clause. But in 
the more recent case of Olson vs. A. 
O. U. W., not yet reported, a policy 


words “in consequence of such service.” 
In a still earlier decision, handed down 
the latter part of 1919, the same court 
in Myli vs. American Life, 175 N. W. 
631, was dealing with a war clause not 
containing the words “in consequence 
of,” but went outside of the war clause 
to a double indemnity feature and a 
disability provision in order to find the 
words “resulting from” military or 
naval service and then said the contract 
was ambiguous and should be con- 
strued in favor of the insured to refer 


merely to death from causes peculiar 
to military service. 


HE supreme court of Wisconsin 
has recently exhibited a like refusal 
to construe away plain language of ex- 
emption during military service re- 
gardless of the cause of death. In 
Huntington vs. Fraternal Reserve As- 
sociation, 181 N. W. 814, the court said 
of a clause providing that “if any claim 
accrues while insured is so occupied 
whether resulting from such changed 
occupation or not, there shall be paid, 
etc.” that to hold under the language 
here employed that the liability of the 
company is limited only in case that 
death results from causes peculiar to 
the occupation would be “a _ judicial 
declination to enforce the plain terms 
of the contract.” Contrast with this 
recent holding the earlier Wisconsin 
case of Kelley vs. Fidelity Mutual, 172 
N. W. 152 decided in 1919 on a clause 
providing that “if the insured shall en- 
gage in any military or naval service 
and die as a result directly or indirectly 
of engaging in such case, etc,” in which 
i* was held that such a clause referred 
only to war risks. The Kelley case is 
referred to in the more recent decision 
without either approval or disapproval 
but is presumably distinguished on the 
difference in language in the two 
clauses. 
Whether or not we agree with these 
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cases making distinction between a 
clause containing the words “resulting 
from” or like phraseology and a clause 
containing merely the words “engaged 
in” military or naval service, we can 
not accede to the construction that in 
a few cases is sought to be placed on 
the clause where the word “engaged” 
alone is used. 


N Missouri there have been during 

the past two years a number of de- 
cisions by the appellate courts, some 
of which seize upon the word “engage” 
as indicating an intention to denote 
risks peculiar to warfare. In Long vs. 
St. Joseph Life, 225 S. W. 106, the 
Kansas City court of appeals late last 
year offered the suggestion that if it 
was desired to express the thought that 
liability would be reduced if death oc- 
curred at any time during the period of 
insured’s service from the date of en- 
tering therein down to the date of dis- 
charge, the language would have been 
“is in the service” or “while in the serv- 
ice” and not “is engaged in the service.” 

The decision in the Long case has 
been certified to the supreme court and 
it is to be hoped that the reasoning of 
the Kansas City court of appeals will 
not meet with the approval of the su- 
preme court, which has as yet not 
spoken upon the subject, but that the 
Long case will be reversed following 
earlier decisions contra by the Spring- 
field court of appeals. 

The supreme courts of Arkansas and 
Iowa, like the Kansas City court of 
appeals, have made use of the word 
“engage” denoting an engagement or 
at least active service and distinguish- 
able from a clause which omits the 
word “engage.” Miller vs. Illinois 
Bankers Life, 212 S. W. 310, (Ark. 
1919); Benham vs. American Central 
217 S. W. 462; Nutt vs. Security Life 
218 S. W. 675 (Ark. 1920). 


T HE case of Boatwright vs. Amer- 
ican Life, 180 N. W. 321, decided 
by the supreme court of Iowa last De- 
cember is an outstanding example of a 
court of high repute in giving effect to 
th: word “engage” as restricting the 
meaning of the war clause. The de- 
cisions which it regards as supporting 
its holding are those of Myli vs. Amer- 
ican Life, decided in North Dakota, and 
the Benham case by the Arkansas 
court. It is to be noted that the opin- 
ions both in the Myli and Benham 
cases refer more especially to the words 
“in consequence of such service” not 
found in the war clause involved in the 
that the word “engaged” in the war 
Iowa case although the Iowa court 
acknowledges this to be the fact only 
with reference to the Benham case. 

The only other recent case holding 
clause limits exemption to strictly war 
risks is that of Mattes vs. Merchants 
Reserve recently decided by the IIli- 
nois appellate court and not yet re- 
ported. 

On the other hand the supreme 
courts of Michigan, and Kansas and 
Texas courts of appeals in addition to 
the Springfield court of appeals have 
held with the companies that the word 
“engage” is not of any special signifi- 
cance as limiting the liability to risks 
not common to civil life. Ruddock vs. 
Detroit Life, 177 N. W. 242; Bradshaw 
vs. Farmers & Bankers Life, 107 Kans. 
681, p. 93, Pac, 332, following one of the 
few cases arising out of service in the 
Spanish American war Rue vs. 
Kansas Mutual, 68 Kans. 839, 75 Pac. 
494); Field vs. Western Life Indemnity, 
227 S. W. 530. 


7 HE earlier cases on this subject are 
nd in Vol. 4, 7 and 11 American 
Law Reports. The more recent de- 
cisions by courts of last resort have 
ascribed no special import either to the 
use of the word “engage” or its ab- 
sence from the war clause and apply 
the exemption to death from natural 
causes during military service. The 
trend of the courts, therefore, upon this 
much discussed, but it it is to be hoped 
now largely academic, question of the 
construction of the war clause, is favor- 


able to an exemption from liability ex- 
cepting it be where the war clause is 
plainly intended to be restricted. These 
war clauses were inserted without pre- 
vious judicial construction. The slight 
variation in language shows that they 
cannot be regarded as “words of art.” 
In the light of the many recent de- 
cisions they can be so regarded from 
now on. 

It is a situation that can be taken 
care of by the insertion of clauses spe- 
cifically stating in effect that upon in- 
sured entering or becoming enrolled in 
the service and if insured shall die 
while so enrolled, the company shall 
not be liable irrespective of whether death 
is due to being in the service or not. 


AN additional ground for avoiding 
the war clause is that of waiver and 
estoppel. Whether it be by the accep- 
tance of premiums, with or without 
knowledge that the insured was in the 
military or naval service, or by induc- 
ing the beneficiary to make proofs of 
death by representations indicating 
that the insurer does not intend to rely 
upon the war clause, or by statements 
of an agent as to the meaning of the 
policy at the time it is writen or subse- 
quent thereto, the recent decisions, 
with one notable exception, have held 
that the war clause has not been waived. 

In the Olson case cited supra from 
North Dakota and decided in August 
this year, the court said: 

“The Order has not attempted to 
claim or enforce a forfeiture of the 
policy. On the contrary they assert 
a continuance of the policy under the 
limited liability of Option 2 (continuing 
20 per cent of the face of the policy 
after obtaining a permit). The knowl- 
edge of the Order that the insured was 
in the service and its continued accep- 
tance of assessments and dues operated 
therefore neither as a waiver nor as an 
estoppel.” 

This represents the reasoning on 
which the cases involving waiver by 
acceptance of premiums or dues are 
invariably decided. 

Other recent decisions holding that 
the acceptance of premiums was insuf- 
ficient to constitute grounds of for- 
feiture or estoppel are: American Na- 
tional Insurance Company vs. Turner 
226 S. W. 487 (Texas Civil Appeals 
November 1920); Railey vs. United Life 
& Accident, 106 S. E. 203 (Georgia 
App. March 1921) and Marks vs. Ben 
Hur, 230 S. W. 540 (Kentucky Court 
of Appeals, May 1921). 


HE case of Ruddock vs. Detroit 
177 N. W. 242, decided a year and 
a half ago, contains a good statement 
of the reasoning commonly adopted in 
those cases. The alleged ground of 
waiver was the action on the part of 
the company inducing the beneficiary 
to send proofs of death. The Michigan 
court quotes with approval the follow- 
ing language from an earlier Michigan 
case dealing with the subject of waiver 
with reference to a suicide clause: 
“What is here sought is not to pre- 
vent a forfeiture, but to make a new 
contract; to radically change the terms 
of the certificate so as to cover death 
by suicide when by its terms that is 
expressly excluded from the contract. 
After a loss accrues, an insurance com- 
pany may, by its conduct, waive a for- 
feiture; or by some act before such 
loss it may induce the insured to do or 
not to do some act contrary to the 
stipulations of the policy, and thereby 
be estopped from setting up such viola- 
tion as a forfeiture; but such conduct, 
though in conflict with the terms of the 
contract of insurance and with the 
knowledge of the insured and relied upon 
by him, will not have the effect to broaden 
out such contract so as to cover additional 
cbjects of insurance or causes of loss.” 


RECENT decision by the supreme 

court of Minnesota in Bowman vs. 
Surety Fund Life, 182 N. W. 991, de- 
cided in May this year, sounds the prin- 
cipal note of discord on this subject. 
In this case the insured was killed in 
action so that there was no question 
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as to the construction of the war clause. 
The clause provided that “This policy 
shall be void if the insured shall en- 
gage in military or naval service in 
time of war without the written consent 
of the company.” Upon receiving from 
the War Department notice of the in- 
sured’s death the beneficiary wrote the 
company enclosing a copy of the mes- 
sage received from the War Depart- 
ment stating that the insured was killed 
in action. In response the company 
wrote transmitting blanks for proofs 
of death which were filled out and for- 
warded to the company. Later, receipt 
of these was acknowledged. In this 
letter the company stated that as it 
would be impossible to secure the at- 
tending physician’s affidavit the com- 
pany would accept in lieu thereof the 
original notification of insured’s death 
received from the War Department. 
The final proofs were submitted and 
receipt acknowledged. The company 
later denied liability under the war 
clause. The Minnesota supreme court 
held that the letter agreeing to take 
the notice from the War Department 
constituted a waiver of the war clause. 
Referring to the Ruddock case and 
oihers the Minnesota court said: 

“These cases * * * involve excepted 
risks. The view we take is that the 
condition was no more than the con- 
iition usuai in policies ;clative to a 
change of occupation and was the 
subject of waiver.” 

HE further question arose in this 

case, as it has in several of the 
other recent cases, as to whether the 
waiver was made by an authorized 
agent of the company. The policy pro- 
vided that no agent of the company 
should have power to change the con- 
tract or waive a forfeiture. The letter 
stating that the company would accept 
notice from the War Department in lieu 
of the physician’s affidavit was written 
by the secretary of the medical director, 
who was out of town when the original 
notice was received from the benefi- 
ciary and the damaging 'etter was sent 
out from the home office. The medical 
director testified that it was not the 
duty of his secretary to open letters or 
answer them, but the supreme court re- 
ferred to the fact that the letters were 
sent out in the name of the company 
and that it did not affirmatively appear 
that any one other than the medical 
director possessed of authority did not 
direct what was actually done. The 
finding of the jury that the letters were 
the company’s act was sustained, not- 
withstanding the general provision of 
the policy against waiver by an agent. 

The only other cases holding that 
waiver of a war clause had arisen are 
two very recent decisions from the su- 
preme court of South Carolina, not re- 
ported, Ryan vs. New England Mutual 
and Watson vs. Woodmen of the 
World. 

In the Arkansas case of Miller vs. 
Bankers Life, supra, representations of 
a soliciting agent after the policy was 
issued as to the meaning of the war 
clause were characterized as “beyond 
the apparent scope of the agent’s au- 
thority.” 


N Caldwell vs. Illinois Bankers Life. 

26 S. W. 746 and McCoy vs. National 
Life (Iowa), not yet reported, there 
were provisions prohibiting agents from 
altering the terms of the policy and pro- 
viding that the policy should constitute 
the entire contract. It may be recalled 
that Iowa has furnished the leading 
recent decision restricting the war 
clause to risks peculiar to military 
service, but on the question of waiver 
of a war clause by representations of an 
agent as to its meaning the Iowa court 
refuses to go quite so far in favor of 
the beneficiary. The court says: 

“After all, the effect of appellant’s 
contention is, as we understand, that a 
new contract was made between plain- 
tiff as agent for the insured and Carr 
and Rath (soliciting agents) when they 
said to her that it was not necessary 
to secure a permit or pay an additional 
premium, thus changing the express 





terms of the contract. * * * But 
there must be authority to make such 
new contract. * * * Such clause is 
one of exemption from payment and 
not a forfeiture of the contract.” 

It would seem, however, that the war 
clause more nearly resembles a provision 
for exemption in case of suicide, as indi 
cated by the Michigan supreme court 
in the Ruddock case, than for forfei- 
ture in case of change of occupation as 
argued by the supreme court of Minne- 
sota in the Bowman case. 

It is doubtful whether the distinction 
often made between an exemption from 
liability and a provision for forfeiture 
is very helpful on this question. Whilé 
it is often adopted by the courts hold- 
ing against waiver, it is equally avail- 
able as a ground for holding against 
the companies. 

The Minnesota court, notably, uses 
it as a ground for distinguishing other 
cases contra involving clauses contain- 
ing only slightly different phraseology 


O summarize: 

Where the ground of alleged 
waiver or estoppel is that of acceptance 
of premiums there is little difficulty be- 
cause the action of the company is 
not an unequivocal expression of in- 
tention not to rely upon the war clause; 
both parties may wish to keep the policy 
alive notwithstanding temporary war 
service on the part of the insured. 

Where there have been representa- 
tions of waiver or of construction of 
the terms of the war clause, two ques- 
tions arise: (1) Is the war clause 
ambiguous? If not, the insurer ought 
not to be waived into a liability which 
it has expressly contracted against. If 
the clause is doubtful in meaning repre- 
sentations with reference thereto made 
at the time the application is taken are 
on general principles merged in the 
written contract. Even if the repre- 
sentations as to the meaning of the 
clause in the contract are made subse- 
quent to the issuance of the policy, still 
there is really no question of waiver or 
estoppel involved, but the making of a 
new contract varying the original writ- 
ten contract. The question then be- 
comes, (2) Has the waiver been made 
by an authorized agent of the com- 
pany? And on this last proposition the 
authority of the agent, under a pre- 
ponderance of the decisions, can be re- 
stricted by a provision ‘limiting altera- 
tions to certain specified officers of the 
company, providing that alterations 
must be in writing, and constituting 
the policy and application, the entire 
contract. 

The equitable doctrine of waiver or 
estoppel has seldom been applied where 
the increase in the risk was as con- 
siderable as it is in military or naval 
service. Apparently it will not be gen- 
erally applied by the courts to the war 
clause except in the most extreme cases. 
These can be guarded against to a 
large extent by the perfection of the 
terms of the war clause itself and by a 
provision limiting the authority of the 
agent of the company to waive pro- 
visions of the policy and making specific 
reference to the war risk exemption. 


NHERITANCE Tax on Life Insur- 

ance—Turning to peacetime subjects, 
a recent decision of the supreme court 
of Wisconsin makes some new law 02 
the subject of taxation, holding the pro- 
ceeds of a policy of life insurance are 
subject to an inheritance tax. I reier 
to the case of State vs. Allis not yet 
reported. This suggests a possible trend 
of the courts away from what has al- 
ways been considered a well s tiled 
proposition, viz: that life insurance ' 
not part of a man’s estate. y) 

In 1915 the Wisconsin legislature 
amended its inheritance tax laws by 
adding a provision that “insurance pay" 
able upon the death of any person shall 


be deemed a part of his estate for the 
purpose of taxation and shall be how 
ti 


able to the person or persons ¢t 
thereto.” —— 

With the exception of the fecer@ 
income tax law this is the only instance 
in which a specific provision seeking t 
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tax life insurance has been incorporated 
into a statute. The last legislature of 
Iowa passed such a law but later during 
the session repealed this provision. The 
validity of the federal statute has never 
yet been questioned and is not removed 
by the new law recently passed by the 
House. 

In the case of State vs. Allis the 
state of Wisconsin sought to tax the 
proceeds of a policy under the amend- 
ment above quoted. The terms of the 
policy did not contain a reservation of 
the right to change beneficiary. The 
constitutionality of the statute was 
challenged by the beneficiary on the 
ground that she had a vested interest 
in the policy from the date of its issue 
and did not therefore take by inher- 
itance. The supreme court of Wis- 
consin, however, held in an unanimous 
opinion that under the peculiar law of 
Wisconsin, there being a right to 
change beneficiary without a specific 
reservation to that effect, the insured 
retained a certain interest in the policy 
which passed on his death to the bene- 
ficiary and was subject to the tax. 


HE leading case of Tyler vs. Re- 

ceiver general, 115 N. E. 300, L. 
R. A. 1917 D, 633, decided by the su- 
preme court of Massachusetts in 1917 
held that a contract of life insurance 
whether reserving the right to change 
beneficiary or not, vests forthwith in 
the beneficiary. The Massachusetts 
court said: 

“The contract of life insurance differs 
from most other contracts in that it is 
not intended ordinarily for the benefit 
of the insured, but of some dependent. 
Its original and fundamental conception 
is a provision by small periodical con- 
tributions to secure a benefit for the 
family. While this conception has beea 
enlarged in some respects, still the 
basic elements continue and are found 
in all cases at bar. The insured retains 
no ownership of that which has passed 
to the beneficiary under the contract. 
A reserved right to change the benefi- 
ciary does not affect the essential na- 
ture of the rights of the beneficiary so 
long as they last. Whatever the in- 
sured does in way of designation of a 
beneficiary takes effect forthwith. If 
his act rightly be describable as a gift, 
it is a present gift which, so far as 
concerns him, takes effect at once both 
in possession and enjoyment by the 
beneficiary.” 

Similar reasoning is contained in the 
only other case where the matter has 
been considered by American courts, to- 
wit: In re Parsons, 117 Appellate Divi- 
sion 321: 

“A policy of insurance differs from 
other contracts, as it is not ordinarily in- 
tended to bring a benefit to the insured 
himself, but to others after his death. If 
this were a conflict between parties having 
mutual claims upon the insured, or having 
conflicting interests by assignment or 
otherwise, the question might require 
more serious consideration ; but as against 
the state seeking to collect a tax from the 
beneficiary and thus deprive her of a part 


of the insurance money, I think the de- 
ceased was not possessed of the policies 
at the time of his death, and that the 
widow did not obtain title to them through 
his will or by the laws of the state. The 
statutes of this state favor and encourage 
insurance for the benefit of the wife, and 
the state is at a disadvantage when it 
seeks to tax such a provision for her, 
when the company and all others recog- 
nize her right to the benefit intended.” 

These cases, of course, dealt only with 
general provisions of inheritance laws, 
but the question of whether the benc- 
ficiary takes by inheritance is the same 
whether under such a statute or under a 
specific provision as contained in the Wis- 
consin statute. 


HE Wisconsin decision in State vs. 

Allis suggests a tendency on the part 
of legislatures and courts harmful to the 
business of life insurance. 

Possibly the Wisconsin decision should 
not be considered as alarming in view of 
the fact that Wisconsin has held contrary 
to practically the unanimous consensus of 
authorities on the question of whether or 
not the interest of a beneficiary is a vested 
interest. (See Cooley’s Briefs, Vol. IV, 
Page 3757.) 

Under the holding of the Wisconsin 
court the insured has the right to change 
beneficiary without making a reservation 
to that effect in the policy. This varia- 
tion from the general rule is recognized 
by the court in the Allis decision. The 
view is taken that since the beneficiary 
may be deprived of the proceeds of the 
policy by the insured any timg during his 
life time, the insured retains a substan- 
tial interest until death which brings the 
fund within the field of inheritance taxa- 
tion. 


INGULARLY the Wisconsin court 

makes no reference to its earlier deci- 
sion, which is one of the very few earlier 
decisions on the question, in re Bullens 
Fstate, 128 N. W. 109, decided in 1910, in 
which the same court takes it as a matter 
of course that a policy payable to a speci- 
fied beneficiary, with no right reserved 
to change beneficiary, is not taxable as 
an inheritance. 

Since the inheritance tax is an excise 
commonly considered as levied on the 
right to succeed even the interest re- 
tained by the insured, is not taxable be- 
cause the beneficiary does not succeed to 
it—it ceases on the death of the insured 
without having changed the beneficiary. 

It is not accurate to say as stated by the 
Supreme Court of Wisconsin in the Allis 
case that “by means of these policies the 
insured transferred a large part of his 
estate to his widow, which became ef- 
fective at his death.” Only to the extent 
of the premium paid could this be true. 
The fund payable under the terms of the 
contract never belongs to the insured and 
is not succeeded to by the beneficiary. 

It may be true that the right of insured 
to borrow on the policy would give the 
legislature a pretext on which to hang an 
inheritance tax, where there is a right re- 
served to change beneficiary. The con- 
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siderations that can be urged against any 
such tax to the legislature are seemingly 
more weighty than those that may be 
urged against the constitutionality of such 
statute after it is once passed. 


de of Trustee in Bankruptcy to 
Cash Surrender Value—A somewhat 
similar question involving the interest of 
a beneficiary before the death of the in- 
sured where there is a right to change 
beneficiary arises under the bankruptcy 
statute. The current decision, In re 
Greenberg, petition of John Hancock Mu- 
tual Life, decided early in the year by 
the Circuit Court of Appeals, Second Cir- 
cuit, 271 Fed. 258, holds that the trustee 
in bankruptcy may recover the cash sur- 
render value after making demand upon 
the bankrupt pursuant to Section 70 of 
the Bankruptcy Act, even where the right 
to change beneficiary is subject to the 
consent of the company. 

This is a further extension of the hold- 
ing in Cohen vs. Samuels, 245 U. S. 53, 
and Cohn vs. Malone, 248 U. S. 450, in 
which the Supreme Court of the United 
States held that the trustee was entitled 
to recover the cash surrender value even 
though the policy was payable to a bene- 
ficiary other than the insured or his estate 
as specifically covered by the bankruptcy 
act, but with a right to change benefici- 
aries. These decisions are based upon 
the provision of the bankruptcy act with 
reference to “powers which he (the bank- 
rupt) might have exercised for his own 
benefit” rather than on the theory that 
the right to change beneficiary deprives 
the beneficiary of a forthright vested in- 
terest in the pplicy. 

The decision in re Greenberg disre- 
gards the provision for consent of the 
company to change the beneficiary on the 
ground that this provision is for the 
benefit of the insurer and cannot be set 
up where the insurer is not prejudiced. 

It is observed in a dissenting opinion 
that 

“If the bankrupt were to ask the insur- 
ance company to consent to substitute his 
trustee in bankruptcy in place of his wife 
as beneficiary, it would be the plain duty 
of the company to refuse * * * yet the 
order of the court accomplishes this very 
thing.” 


HE case of Frederick vs. Fidelity Mu- 

tual Life, “41 Supreme Court 503, de- 
cided by the Supreme Court of the United 
States May 16, 1921, holds that while a 
life insurance policy, not in terms payable 
to the bankrupt, but which could be made 
so payable at his will by a simple declara- 
tion changing the benefciary, must be re- 
garded as assets, the trustee in bank- 
ruptcy cannot, as against the company, 
demand that the surrender value be made 
assets by a change of beneficiary without 
timely notice to the company, and where 
no such demand was made until after pay- 
ment of the proceeds to the designated 
beneficiary following the bankrupt’s death, 
without notice of the bankruptcy, a com- 
pany is not liable to the trustee for the 
cash surrender value. 

This is distinguishable from the cases 
In re Greenberg and Cohen vs. Sam- 
uels, in that here the policy was no 
longer in the bankrupt’s possession un- 
matured. Here the provision for notice 
or consent of the insurer was one 
properly to be considered because the 
face of the policy having been paid, the 
insurer would be prejudiced by a fur- 
ther claim by the trustee in bankruptcy. 

The Supreme Court says: 

“The asserted right of property arose 
out of a contract under which the insur- 
ance company had rights as well as the 
insured, The company’s contract was to 
pay the stipulated amount of the benefi- 
ciary first named on receiving proof of 
death of the insured, unless the latter 
should have surrendered the policy and, 
with the written approval of the head of- 
ficer of the company, have changed the 
beneficiary. The. requirement of such 
surrender and approval was for the pro- 
tection of the company, so purposed that 
at least it should have notice before its 
liability under the policy was modified. 
Section 70a of the Bankruptcy Act can- 
not be construed to give to the trustee in 
bankruptcy a right as against the company 








to demand that the surrender value be 
made assets of the estate, as by a change 
in beneficiary, without timely notice to the 
company of a demand for such a change; 
for the section in its very words contem- 
plates that the cash surrender value shall 
have been “ascertained and stated to the 
trustee by the company issuing the policy.” 


NVESTMENT of Reserve in Govern- 

ment-Exempt Securities —The Amicable 
Life of Texas obtained a favorable deci- 
sion on this subject last May in City of 
Waco vs. Amicable Life, 230 S. W. 698. 
A Texas statute authorized the deduction 
of the reserve from the total valuation of 
assets for the purposes of taxation. The 
company had sufficient of its reserve funds 
invested in government tax-exempt secur- 
ities, that after deducting the reserve and 
making an additional deduction of the 
exempt securities there remained no per- 
sonal property subject to taxation. In- 
congruous as this result seems, it was, 
nevertheless, held, and it is submitted 
rightfully, that the government-exempt 
bonds should receive a separate deduc- 
tion. 

The federal statute exempting “all 
stocks, bonds, treasury notes and other 
obligations of the United States from tax- 
ation by or under state, municipal or local 
authorities” (Compiled Statutes Sec. 6818, 
R. S. Sec. 3701) has been in existence 
since prior to the Civil war. A state 
statute, therefore, passed subsequent to 
the federal act and authorizing a deduc- 
tion of reserve without condition as to 
how the reserve may be invested or 
whether the assets so classified be repre- 
sented by exempt securities, must neces- 
sarily contemplate that securities already 
exempt, but in the reserve, shall in effect 
be twice deducted. 


EPARABLE Death and Disability Pro- 

visions.—Kaskoutas et al vs. Federal 
Life, 179 N. W. 133, decided by the Su- 
preme Court of Iowa, October 2, 1920, was 
a case where the beneficiary murdered the 
insured. The policy provided that “this 
policy does not cover disability resulting 
trom intentional injury of the insured in- 
flicted by himself or any other person 
(assault for the purpose of robbery or 
burglary excepted), whether fatal or non- 
fatal.” The Supreme Court of Iowa held 
that this clause had reference only to dis- 
ability and not to death caused by mur- 
der, distinguishing disability and life in- 
surance clauses. 

The importance of this decision con- 
sists in showing the extent to which a 
very reputable court has gone in con- 
struing away the very obvious meaning 
of the terms of a policy. It is true, the 
exempting clause contains the words 
“disability,” but it also contains the words 
“whether fatal or non-fatal.” The fallacy 
of the decision is apparent from its own 
language wherein it is stated that the ex- 
empting proviso in case of a murder 
would be limited to “disability caused by 
the murder to what is suffered from the 
crime during the time in which the victim 
survives the attack.” Of course, that 
never was the intention of the parties to 
the contract. When it provided for ex- 
emption from liability in case of assault 
“whether fatal or non-fatal,” it obviously 
meant to exempt whether or not the vic- 
tim survived the attack. Why exempt for 
any trivial liability that might arise in 
such case during the time the victim lived, 
but make the company liable for the face 
of the policy after death? The Iowa 
court says, “This is strict construction, but 
is demanded by the law.” 


HE decisions on the war clause may 
be taken as a fair example of the re- 
cent trend of the courts in life insurance 
cases. Notwithstanding such holdings as 
that of the Wisconsin court on the in- 
heritance tax or of the Iowa court on 
separable-death and disability provisions, 
there is ‘a markedly favorable change of 
attitude on the part of the courts toward 
insurance interests. While not exactly 4 
favorite of the courts, I would rather say 
that you are gradually educating them 
There are no more litigated cases 0M 
the subject of life insurance today than 
there were ten years ago, notwithstanding 
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the phenomenal growth of the business. 
This is something that ought to appeal to 
the courts. 

But note, if you please, some of the 
very favorable signs in the current deci- 
sions: 

Supreme Court of the United States, 
speaking of an incontestable clause : 

“It is said that the insurance companies 
now generally issue policies with such a 
clause.” Mr. Justice Holmes in North- 
western Mutual Life vs. Johnson, 41 Su- 
preme Court 47-48, decided less than a 
year ago. 

Evidently the Supreme Court of the 
United States has heard of an incontest- 
able clause. 

Circuit Court of Appeals, 8th Circuit : 

“The right to limit the risk insured 
against is essential both to the right of 
freedom of contract and to the successful 
conduct of the business of insurance.” 
Becker vs. Iowa Business Men’s Assn., 
265 Fed. 508. 


| to what the supreme court of 
Utah says in a decision not yet pub- 
lished in favor of the Utah Association of 
Life Underwriters, protecting the legiti- 
mate insurance business of the state from 
the incursions of stock-selling schemes. 

“Life insurance contracts are so impor- 
tant in our modern life and affect so many 
persons of all classes and are so benefi- 
cial in their effects that they may well 
receive the consideration and protection 
of law-making powers.” 

There is a noticeable increase in the 
number of decisions containing a modifi- 
cation or softening of principles of law 
that have been applied against the com- 
panies in times past. 

To quote briefly some recent statements 
on the proposition of construing a policy 
against the insurer: 

“While it is true that exceptions ex- 
empting the insurer from liability are 
strictly construed against the insurer, es- 
pecially where the terms of such policies 
are ambiguous, yet where the contract is 
plain and the terms are unambiguous the 
court cannot change its terms by judicial 
construction.” Penn. vs. Travelers’ Ins. 
Co., 225 S. W. 1024. ( Missouri.) 

“We recognize the well settled rule in 
that regard, as stated in the authorities 
cited; but its application must be limited 
to cases where the contracts are so clearly 
ambiguous as to render the meaning 
thereof doubtful, and not where some 
ambiguity exists in particular provisions, 
which disappears when the contract is 
considered as a whole. As said in the 
case of Federal Life Insurance Co. vs. 
Kemp, 257 Fed. 265, 168 C. C. A. 349; 

“But all contracts are to be interpreted 
in the light of the surrounding circum- 
stances; and while the terms of an insur- 
ance policy, framed as they are by the 
insurer, are to be construed, if ambiguous, 
most strongly against him, yet even am- 
biguous provisions are to be interpreted 
with regard to the evident purpose of the 
parties and the nature of the general un- 
derstandings of the insurer towards its 


policyholders, and that, too, whether the 
insurer be a mutual or a stock company.” 

Federal Life vs. Sayre, 128 N. W. 850 
(Indiana. ) 

“The courts cannot change insurance 
contracts any more than they can change 
other contracts.” Supreme Court of Kan- 
sas in Lane vs. National Ins. Co., 198 Pac. 
948, 

“In civil cases, even where the cause of 
action or defense is based upon a crim- 
inal charge a preponderance of the evi- 
dence is sufficient, although the evidence 
‘s all circumstantial. Jt need not be proved 
beyond a reasonable doubt, or what is the 
same thing, exclude every other reason- 
able hypothesis. Prentiss vs. Illinois Life, 
225 S. W. 695, on the question of pre- 
sumption in case of suicide. ( Missouri.) 

Approving the fixing of the period of 
expectancy as regards lapse of time for 
presumption of death for unexplained 
absence: 

“The purpose of the by-law under con- 
sideration is not to do away with pre- 
sumption of death on account of disap- 
pearance and continued absence, but it is 
to substitute certainty for uncertainty, to 
displace guesswork by science, and to sup- 
plant groundless conjecture by actual ex- 
perience. Steen vs. Modern Woodmen 
of America, 129 N. E. 546. (Illinois. ) 

These are typical examples of the favor- 
able consideration that life insurance com- 
panies have received at the hands of the 
courts during the last year. Each repre- 
sents a holding favorable to an insurance 
company in a cause wherein the applica- 
tion of the principles as formerly stated 
might easily lead to an opposite conclu- 
sion, 


AM not one of those who are skeptical 

of the good intentions of our courts. 
With few exceptions there is not the 
slightest reason to impugn the impartial- 
ity or lack of legal acumen of the judges 
cf our supreme and appellate benches. 
Among laymen such an attitude breeds 
discontent; among lawyers it tends to 
weaken confidence in the efficacy of sound 
reasoning and thorough preparation of 
causes. 

Inspired by broad and far-sighted con- 
siderations and not by mere legal conten- 
tiousness the advocate of a life insurance 
company almost invariably gets a ready 
response from the courts. This does not 
mean that we should shut our eyes to the 
facts; respect for the courts should never 
prevent honest criticism. In the case of 
perfectly plain provisions of an insurance 
contract while the court is over-zealous of 
the interest of the bereaved beneficiary, 
the legal representative of the company 
must take his stand and oppose by the ap- 
plication of well- grounded principles any 
tendency to injure or impair the solvency 
of this magnificent business. 

Having devised a contract more and 
more favorable to the insured, it be- 
hooves the insurer to remove every pos- 
sible cause for doubt as to the meaning 
of the contract and then to stand upon 
its provisions wherever necesary. 
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Guaranty Life Insurance Company 


DAVENPORT, IOWA 


Operating in Iowa, Missouri, Nebraska, North 
Dakota and South Dakota 





Good territory—Excellent opportunities—Sale- 
able Policies—High class agency service. 





Our field is rich in prospects 


L. J. DOUGHERTY, 


Secretary and General Manager 








ARE YOUR RENEWALS INSURED? 


The following extract from the agency contract is one of the 


57 reasons why IT PAYS TO FEDERATE WITH 


THE FEDERAL UNION LIFE 


CINCINNATI, OHIO 


“Renewal commissions will be paid to Agent, as and while —- are paid to the Company 
in cash during his term of continous service and thereafter, for as many full years as the 
Agent shall have served the Company continuously under this or preceding agreements, pro- 
vided the Agent shall not have violated any of the terms or conditions of this agreement, 
and shall have in force Twenty-five Thousands of dollars of insurance issued and paid fer 
during each year of active service with this Company, but this qualification of production 
will be waived whenever the Agent shall have become continuously and permanently unable to 
render active service, and due certification of such condition by a Medical Examiner duly au- 
thorized for such examinations has been approved by the Medical Director of the Company.” 


When circumstances necessitate the negotiation of a new contract, we will be pleased 
to submit complete copy of the above and some of the other 56 reasons we 
FEDERAL UNION MEN SUCCEED. $21,000,000 in force. 








Western Reserve Life 
Insurance Company 


This company is a conserva- 
tive, steady-going, onward- 
moving institution. 


It believes in the best agents 
and the best business. 


This company is an Indiana 
Company operating only in its 
home'state. It is making prog- 
ress every month. 


MUNCIE, INDIANA 
JOHN W. DRAGOO, Secretary 








a week is the cost of The 
Cc National Underwriter by 
annual subscription. 
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FORM FOR INHERITANCE TAX POLICY | 








issued for the purpose of prov ding 

funds to pay inheritance taxes, says 
the Equitable Life of New York, are 
issued in favor of an individual bene 
ficiary—a wife, for instance, when the 
wife is the one chiefly interested in the 
estate. The proceeds of the insurance 
upon the death of the insured may then 
be paid directly to the widow for use 
in paying the taxes. 

Many men, with a desire to make 


I’; many cases Ife insurance p >dlicies 


certain that the proceeds of inheritance 
tax policies will be used for the pur- 
pose intended, are having them made 
payable to their estates, or to a trus- 
tee, the insured and trustee entering 
into a trust agreement providing that 
the insurance money, when paid to 
the trustee, shall be applied in payment 
of taxes. 

In a number of cases, where appli- 
cants have desired to assure the pay- 
metit of the tax and at the same time 


to have it made clear that the insurance 
is taken for the benefit of the wife or 
other dependents, the Equitable has 
suggested the following beneficiary 
clause, and is prepared to write policies 
with this clause whenever it conforms 
to the wishes of the applicant: 

Pay to (here may be 
inserted the name of a trust com- 
pany or of an individual) as trus- 
tee, for the purpose of paying all 
inheritance and transfer taxes 
which may be imposed upon the 
insured’s estate; any remainder 
over the net amount necessary to 
pay such taxes, the said trustee 
shall pay to the insured’s wife, 








J, O. LANGMAN 


President 
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International Life and Trust Company 


DR. ANDREW JOHNSON 


Secretary and Medical Director 


@ Operating in Illinois, lowa and Minnesota. 
@ Policies kept right up to the minute. 


@ Compensation to agents as liberal as consistent 
with safety. 
@ Writing participating and_non-participating 
Policies, with total disability and double 
indemnity clauses. 


@ Agency Service is. one of our distinctive 


ILLINOIS 














W. W. YOUNG, Treasurer 





North American Life 


Insurance Co. 
OMAHA 


Fifteen years of Conservative Progress in Nebraska, 
North Dakota, South Dakota and Kansas 


Have some good territory for a few good DIS- 


TRICT MANAGERS. 


G. L. E. KLINGBEIL, President 


G. J. HASLAM, M.D., Vice-President 


NEBRASKA 








Mary Doe, if living, if not living, 
then to the insured’s executors or 
administrators. 

The use of this clause fits in well 
with any insurance program under 
taken, as the policy itself will show the 
purpose for which it is written. 








| Some Queries As to 
| The Income Tax 











The Phoenix Mutual gives the fol- 
lowing information: 

Can the Smith-Jones Corporation pay 
the premiums on life insurance policies 
issued to some of the officers and em- 
ployes of the corporation and deduct 
the premiums as an expense in com. 
puting its income, provided the cor- 
poration is not in any way a bene- 
ficiary, except as it may profit by the 
increased efficiency of the officer or 
employe? 

A ruling to that effect has been made 
by the internal revenue department. 
The corporation may not be named as 
beneficiary directly or indirectly and 
the total compensation to the officer or 
employe including the premium for the 
insurance must not be unreasonable for 
the service which he performs. The 
premium paid by the corporation in 
this manner constitutes taxable income 
to the officer or employe upon whose 
life the insurance is issued. 

If a corporation insures the life of 
its president, the stockholders being 
the beneficiaries in proportion to their 
stock holdings, can the premium of 
such insurance be deducted in deter- 
mining the corporation’s income? 

The internal revenue department rules 
that the premium cannot be deducted, 
inasmuch as the corporation is _ indi- 
rectly a beneficiary under the policies. 


CAUSE OF TOTAL AND 
PERMANENT DISABILITY 


OMETIMES people who are being 

solicited for insurance inquire 

whether there are very many cases 
of prolonged disability. It is true that 
these cases are not so numerous but 
there are sufficient to make a policy 
attractive that extends its disability 
payments over a long period. In life 
insurance we have the total and perma- 
nent disability clause which is o.e of 
the latter day developments in a life 
contract. We have the life income dis- 
ability contracts where the company 
pays a monthly income so long as the 
assured is totally disabled. The non- 
cancellable disability contract pays con- 
tinuous indemnity. The Pacific Mutual 
has gotten up a list of claims of this 
category where claimants are still 
drawing indemnity and will continue 
to do so as long as their disability 
lasts. The following shows the causes 
of disability of these claimants: 
Muscular atrophy 520 weeks 
Optic atrophy 520 " 
Fractured skull 
Paralysis 
Wrenched spine 
Dislocated spine 
Fractured skull 
Fractured skull 
Fractured spine 
Paralysis 
Paralysis 
Tuberculosis 
Bright’s disease 
Cancer 
Tuberculosis 
Paralysis 
Injured spine 
Fractured legs 
Fractured legs 
Fractured hip 
Neuritis 
Appendicitis 


C. Jones of St. Louis, counsel 
for the American National Life, and 
E. M. Grossman, counsel for the Cem 
tral States Life of St. Louis, both 
chairmen of the Legal Section, arriv 
on time with their official pipes of 
artistic style, peculiar to St. Louis. 
Both eschew the proletarian cigar. 





